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Here are five reasons listing your home for sale this summer makes sense.

1. Demand IsStrong

The latest Buyer Traffic Report from the National Association of Realtors (NAR) shows that buyer
demandremainsverystrongthroughoutthe vastmajority ofthe country. These buyersareready,
willing and able to purchase...and are in the market right now! More often than not, multiple
buyers are competing with each other to buy the same home.

Take advantage of the buyer activity currently in the market.

2.There Is Less Competition Now

Housing inventory s stillunder the 6-month supply thatis needed for a normal housing market.
This means that, in the majority of the country, there are notenough homes for sale to satisfy the
number of buyersinthe market. Thisis good news forhomeowners who have gained equity astheir
home values haveincreased. However, additionalinventory could be comingto the marketsoon.

Historically, the average number of yearsahomeowner stayedin hisorherhome wasssix, butthat
numberhashovered betweennineandtenyearssince 2011. Thereis apent-up desire formany
homeowners to move asthey were unable to sell over the lastfew years because of anegative
equity situation. Ashome values continue to appreciate, more and more homeownerswillbe given
the freedom tomove.

The choicesbuyers have willcontinuetoincrease. Don’twaituntil this otherinventory comesto
market before you decide to sell.




3. The Process Will Be Quicker

Today’'s competitive environment has forced buyers to do all they can to stand out from the crowd,
including getting pre-approved for their mortgage financing. This makesthe entire selling process
muchfasterand much simplerasbuyers knowexactlywhatthey canafford before home shopping.
Accordingto Ellie Mae’s latest Origination Insights Report, the average time ittook to close aloan was
41 days.

4.There Will Never Be a Better Time to Move Up

If your next move will be into a premium or luxury home, now is the time to move up! The inventory
ofhomesforsale atthese higher price rangeshasforcedthese marketsintoabuyer’'s market. This
means thatif you are planning on selling a starter or trade-up home, your home will sell quickly
AND you’ll be able to find a premium home to call your own!

Pricesare projectedtoappreciate by 5.2% overthe nextyearaccordingto CorelLogic. lfyou are
moving to a higher-priced home, it will wind up costing you more in raw dollars (both in down
payment and mortgage payment) if you wait.

5. It’'sTime to Move on With Your Life

Look atthe reason youdecidedto sellinthe first place and determine whether itis worth waiting.
Is money more important than being with family? Is money more important than your health? Is
money more important than having the freedom to go on with your life the way you think you
should?

Only you know the answers to the questions above. You have the power to take control of the
situation by putting your home on the market. Perhaps the time has come for you and your family
to move on and start living the life you desire.

That is what is truly important.
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The housing crisisis finally inthe rear-view mirror as the real estate market moves down the
roadtoacompleterecovery. Home values are up, home sales are up, and distressed sales
(foreclosuresandshortsales) havefallentotheirlowestpointsinyears. The marketwillcontinue
to strengthen in2018.

However,there is one thing thatmay cause the industry totap the brakes: alack of housing
inventory. Buyerdemand naturallyincreases duringthe summer months, butsupplyis not
keeping up.

Here are the thoughts of a few industry experts on the subject:
Lawrence Yun, Chief Economist at National Association of Realtors

“The worsening inventory crunch through the first three months of the year inflicted even
more upward pressure on home prices in a majority of markets. Following the same trend over
the last couple of years, a strengthening job market and income gains are not being met by
meaningful sales gains because of unrelenting supply and affordability headwinds.”

Sam Khater, Chief Economist for Freddie Mac

“As we head into late spring, the demand for purchase credit remains rock solid, which should
set us up for another robust summer home sales season. While this year’s high rates — up 50
basic points from a year ago — have put pressure on the budgets of some home shoppers,
weak inventory levels are what’s keeping the housing market from a stronger sales pace.”

Javier Vivas, Director of Economic Research for Realtor.com

“The dynamics of increased competition and buyer frustration are unlikely to change....
In fact, the direction of the trend is pointing to a growing mismatch between the pool of
prospective buyers and existing inventory.”

Bottom Line

If you are thinking of selling, now may be the time. Demand for your house will be strong ata
time whenthereisvery little competition. That could lead to a quick sale for areally good price.




Buyer Demand Continues to Outpace

Inventorv of Homes For Sale

The price ofanyitemis determined by the supply of thatitem, as well as the market demand.
The NationalAssociationofRealtors (NAR) surveys “over50,000realestate practitionersabouttheir
expectations for home sales, prices and market conditions” for their Realtors Confidence Index.

Theirlatesteditionshedssomelightontherelationshipbetween Seller Traffic (supply)and Buyer
Traffic (demand).
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Bottom Line

Looking atthe maps above, itis nothardto see why prices are appreciatinginmany areas ofthe
country. Until the supply of homes for sale starts to meetthe buyer demand, prices will continue
to increase.




Home Prices OverThe Last Year

Every quarter, the Federal Housing Finance Agency (FHFA) reports on the year-over-year changes in
home prices. Below, you will see that prices are up year-over-year in every region.
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Looking atthe breakdown by state, you can see thateach state is appreciating ata differentrate.
Thisisimportantto know if you are planning onrelocating to a different area of the country. Waiting
to move may end up costing you more!
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There are many unsubstantiated theories as to why home values are continuing to increase. From
those who are worried thatlending standards are again becoming too lenient (data shows this is
untrue), tothose who are concernedthat prices are again approaching boom peaks because of
“irrational exuberance” (this is also untrue as prices are not at peak levels when they are adjusted for
inflation), there seems to be no shortage of opinion.

However,theincreaseinpricesiseasilyexplained by the theory of supply & demand.\Whenever
there is a limited supply of anitem that is in high demand, prices increase.

Itisthatsimple. Inreal estate, ittakes a six-month supply of existing salable inventory to maintain
pricing stability. Inmosthousing markets, anything lessthan sixmonths willcause home valuesto
appreciate and anything more than seven months will cause pricesto depreciate (seechart 1).
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Accordingto the Existing Home Sales Report from the National Association of Realtors (NAR), the
monthly inventory of homes has been below six months for the last five years (see chart 2).

Available Housing Inventory

months inventory at the end of April

9.7
92
4.6
I

2014 2015 2016 2017 2018

Bottom Line

If buyer demand outpaces the current supply of existing homes for sale, prices will continue to
appreciate. Nothing nefariousistaking place. Itis simply the theory of supply & demand working as
it should.




Corelogic’s latest Equity Report revealed that "over the past 12 months, 675,000 borrowers moved into
positive equity." Thisis greatnews, asthe share ofhomeownerswith negative equity (those who owe
more thantheirhome isworth), has dropped more than 20% since the peakin Q4 of 2009 (26%) to
4.9% today.

The report also revealed:

+ The average homeowner gained approximately $15,000 in equity during the past year.

« Comparedto Q4 2017, negative equity decreased 21% from 3.2 million homes, or 6.3 percent
of all mortgagedproperties.

* U.S. homeowners with mortgages (roughly 63 percent of all homeowners) have seen their equity
increase by atotal of $908.4 billion since Q4 2016, anincrease of 12.2%, year-over-year.

The map belowshowsthe percentage of homes by state with amortgage and positive equity. (The
states in gray have insufficient data to report.)
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Significant Equity Is on The Rise

Frank Nothaft, ChiefEconomistat CoreLogic, believesthisis greatnewsforthe “housing market.” He
went on tosay:

“The average growth in home equity was more than 515,000 during 2017, the most in four
years. Because wealth gains spur additional consumer purchases, the rise in home-equity
wealth during 2017 should add more than S50 billion to U.S. consumption spending over the
next two to three years.”

Ofthe 95.1% of homeowners with positive equity inthe U.S., 82.5% have significant equity (defined
as more than 20%). This means that more than three out of four homeowners with amortgage
could use the equity in their current home to purchase a new home now.

The map below shows the percentage of homes by state with a mortgage and significant equity.
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Bottom Line

Ifyou are one of the many homeowners who is unsure of how much equity you have in your home
and are curious about your ability to move, let's meet up to evaluate your situation.
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The 'Great News' About Risina Prices

Recently there has been alot of talk about home prices and if they are accelerating too
quickly.Insome areas ofthe country, seller supply (homesfor sale) cannotkeep up withthe
number of buyers out looking for a home, which has caused prices torise.

The great news about rising prices, however, is that according to CoreLogic’s latest US
EconomicOutlook, the average Americanhousehold gained over $15,000inequity overthe
course of the last year, largely due to home value increases.

The map belowwas created from CoreLogic’sreportand shows the average equity gain per
mortgaged home over the past year.
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Forthose who are worried that we are doomed to repeat 2006 all over again, itisimportant
to note that homeowners are investing their new found equity in their homes and
themselves, not in depreciating assets.

UNITED STATES
$15K

The added equity is helping families put their children through college, and even investin
starting small businesses, allowing themto pay off their mortgage sooner or move uptothe
home that will better suit their needs now.

Bottom Line

Corelogic predictsthathome prices will appreciate by another 5.2% by this time next year. If
you are a homeowner looking to take advantage of your home equity by moving up to your
dream home, let's discuss your options!
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Where Are InterestRatesHeaded?
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The interestrate you pay on your home mortgage has a directimpact on your monthly payment.
The highertherate, the greater the paymentwill be. Thatis why itisimportantto know where rates
are headed when deciding to start your home search.

Belowisachartcreated using Freddie Mac’s U.S. Economic & Housing Marketing Outlook. AS you can
see, interestrates are projected to increase steadily over the course of the next 12 months.

Mortgage Rates 4.9
Freddie Mac -

30 Year Fixed Rate 2018 Q3

Where Are They
Going This Year?

2017 - Today
Actual Interest Rates

How Will This Impact Your Mortgage Payment?

Depending onthe amountofthe loanthatyousecure, ahalfofapercent(.5%)increaseininterest
rate can increase your monthly mortgage payment significantly.

Accordingto Corelogic’slatest Home Price Index, nationalhome prices have appreciated 7.0%from
this time last year and are predicted to be 5.2% higher next year.

Ifboththe predictions of home price and interestrate increases become reality, families would wind
up paying considerably more for their next home.

Bottom Line

Evenasmallincreaseininterestrate canimpactyourfamily’swealth. Let's gettogethertoevaluate
your ability to purchase your dream home.
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Accordingto Freddie Mac’s Primary Mortgage Market Survey, interest rates for a 30-year fixed
rate mortgage haveincreasedbyhalfofapercentage point,toaround4.5%,in2018. Thisisstill
significantly lower than recent history.

Theinterestrate you secure when buying ahome notonly greatlyimpacts your monthly
housing costs, but also impacts your purchasing power.

Purchasing power, simply put, is the amount of home you can afford to buy for the budget you
have availabletospend. Asratesincrease, the price ofthe house youcanaffordwilldecreaseif
you plan to stay within a certain monthly housing budget.

The chart to the right
shows the impact

rising interest rates Buyer,s Pu rChaSing Power

would have if you

planned to purchase 2334 $ 2276 $ 2218 $ 2160 $ 2,100
a hpme W'th'.n the_ $ 2272 $ 2214 $ 2158 $ 2,100 $ 2,044
nationalmedianprice LLl $ 2208 $ 2154 $ 2098 $ 2044 $ 1,988
range, and planned - ' : ' ' :

to keep your principal < $ 2148 $ 2094 $ 2040 $ 1986 $ 1,932
and interest payments (14 $ 2086 $ 203 $ 192 $ 1930 $ 1,878
under $2,000 a month. $ 2026 $ 1976 $ 1926 $ 1874 $ 1,824
Witheach quarter of $ 198 $ 1919 $ 189 $ 1820 $ 1,771
apercent increase in $ 400,000 $ 390,000 $ 380,000 $ 370,000 $ 360,000
interest rate, the value . _ 2.5% 5% 7.5% 10%
of the home you can

afford .decreases by Principal and Interest Payments
2.5% (|n this example, rounded to the nearest dollar amount.

$10,000). Experts * L .,

predict that mortgage
rateswillbe over 5% by
this time next year.

Act now to get the most house for your hard-earned money.
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The Role AccessPlavsin GettinaYourHouse Sold!

Soyou'vedecidedtosellyourhouse. You've hired areal estate professionalto help youwiththe
entire process and they have asked you whatlevel of access you wantto provide to potential
buyers.

There are four elementsto a quality listing. Atthe top of the listis Access, followed by Condition,
FinancingandPrice. Therearemanylevelsofaccessthatyoucouldprovidetoyouragenttobeable
to show yourhome.

Here are five levels of access that you could provide to a buyer with a brief description:

* LockboxontheDoor-Thisallowsbuyerstheabilitytoseethehomeassoonastheyareaware
of the listing, or at their convenience.

* Providing aKeytothe Home - Although the buyer's agentmay needto stop by an office to
pick up the key, there is little delay in being able to show the home.

* OpenAccesswithaPhone Call-The seller allows showing with just a phone call’'s notice.

* ByAppointmentOnly (example: 48 Hour Notice)-Many out-of-town/state buyers and
relocation buyers visit an area they would like to move to and only have the weekend to view
homes. They may not be able to planthatfarinadvance, or may be unable to waitthe 48 hours
to be shown the house.

* Limited Access (example:the homeisonly available on Mondays or Tuesdays at 2 pm Or for
onlyacouple ofhoursaday)-Thisis the mostdifficult way to be able to showyourhouseto
potential buyers.

Inacompetitive marketplace, access can make or break your ability to getthe price you arelooking
for, or even sell your house at all.

15
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Everyhomeownerwants to make sure they maximize their financial reward when selling their
home. Buthowdo you guarantee thatyoureceive maximumvalue foryourhouse? Here aretwo
keys to ensure that you get the highest price possible.

1. PriceitaLITTLE LOW

This may seem counterintuitive. However, let’s look at this concept for a moment. Many
homeowners think that pricing their home a little OVER market value will leave them room for
negotiation. Inactuality, thisjustdramatically lessensthe demand foryourhouse (seechartbelow).

Impact of price
icithili o)
on visibility +15% The percentage of

potential buyers who
will look for property
+10%

Market Value 600/0
-10% 750/0
0)
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Instead of the seller trying to ‘win’ the negotiation with one buyer, they should price it so that
demand for the home is maximized. In doing this, the seller will not be fighting with a buyer over the
price, but instead will have multiple buyers fighting with each other over the house.

Realtor.com gave this advice:

“Aim to price your property at or just slightly below the going rate. Today’s buyers are highly
informed, so ifthey sense they’re getting a deal, they’re likely to bid up a property that’s slightly
underpriced, especially in areas with low inventory.”

2. Use a Real Estate Professional

This, too, may seem counterintuitive. The seller may think they would make more moneyifthey
didn’thavetopayareal estate commission. Withthisbeingsaid, studieshave shownthathomes
typically sell for more money when handled by a real estate professional.

A study by Collateral Analytics reveals that FSBOs don't actually save any money, and in some cases
may be costing themselves more, by not listing with an agent.

Inthe study, theyanalyzedhome salesinavariety of marketsin 2016 andthefirsthalfof2017.The
data showedthat:

“FSBOs tend to sell for lower prices than comparable home sales, and in many cases below the
average differential represented by the prevailing commission rate.”

Theresults ofthe study showedthatthe differentialin selling prices for FSBOswhencomparedto
MLS sales of similar propertiesis about5.5%. Sales in 2017 suggest the average price was near 6%
lower for FSBO sales of similar properties.

Bottom Line

Priceyourhouse ator slightly belowthe currentmarketvalue and hire a professional. That will
guarantee you maximize the price you get for your house.

17



Homeowners: YourHome MustBe SoldTwice

Intoday’s housing market, where supplyis very lowand demand s very high, home values are
increasingrapidly. Manyexpertsare projectingthathomevalues couldappreciate byanother5%-+
over the next twelve months. One major challenge in such a marketis the bank appraisal.

Ifpricesaresurging, itisdifficultforappraiserstofindadequate,comparable sales(similarhousesin
the neighborhood thatrecently closed) to defend the selling price when performing the appraisal
for the bank.

Every monthintheir Home Price Perception Index (HPPI), Quicken Loans measures the disparity
betweenwhatahomeownerwhois seekingtorefinancetheirhome believestheirhouseisworth,
and an appraiser’s evaluation of that same home.

Bill Banfield, Executive VP of Capital Markets at Quicken Loans, urges anyone looking to buy or sellin
today’s market to remember the impact of this challenge:

“The appraisal is one of the most important pieces of data in the mortgage process. Often the
entire transaction hinges on the appraisal showing a number similar to what the homeowner
estimated at the beginning of the process.

If the appraisal is lower it could mean the homeowner needs to bring additional cash to close, or
the loan may need to be reworked. It’s very promising to see the homeowner estimate and the
appraiser opinion so close together.”

The chart below illustrates the changes in home price estimates over the last 12 months.

AppraiserHome Value Opinions Comparedto Homeowner Estimates

. . . -0.36 -0.33
-0.50 053
-0.60
-0.67
-1.14
135
-1.55

Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May
% -193 7 -155 -135 -1.14 -099 0867 05 0B 053 -0.36 033

Bottom Line

Every house onthe markethasto be sold twice; onceto a prospective buyerand thentothe bank
(throughthebank’sappraisal). Withescalating prices, the second sale mightbe evenmoredifficult
than the first. If you are planning on entering the housing market this year, let's get together to
discuss this and any other obstacle that may arise.
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Intoday’s market, with home pricesrising and alack ofinventory, some homeowners may consider
tryingtoselltheirhomeontheirown, knowninthe industryasaFor Sale By Owner (FSBO). Thereare
several reasons why this might not be a good idea for the vast majority of sellers.

Here are the top five reasons:
1. Exposure to Prospective Purchasers

Recentstudies have shownthat95% ofbuyerssearchonlineforahome. Thatisincomparisontoonly
15%lookingat printnewspaper ads. Mostreal estate agents have aninternetstrategyto promote the
sale of your home. Do you?

2. Results Come from the Internet
Where did buyers find the home they actually purchased?

* 49% onthe internet * 7% from a yard sign
+ 31%fromaReal Estate Agent * 1% from newspapers

The days of selling your house by just putting up a sign and putting itin the paper are long gone.
Having a strong internet strategy is crucial.

3.There Are Too Many People to Negotiate With

Hereis alist of some of the people with whom you must be prepared to negotiate if you decide to For
Sale By Owner:

* The buyer who wants the best deal possible

* The buyer's agent who solely represents the best interest of the buyer

« The buyer’s attorney (in some parts of the country)

« Thehomeinspectioncompanies, whichwork forthe buyerand willalmostalways find
some problems with the house

* The appraiser if there is a question of value

19



4. FSBOing Has Become More and More Difficult

The paperwork involved in selling and buying a home has increased dramatically as industry disclosures
andregulations have become mandatory. Thisis one of the reasonsthatthe percentage of people
FSBOing has dropped from 19% to 8% over the last 20+ years.

5.YouNet More Money When Using an Agent

Many homeowners believe thatthey will save the real estate commission by selling on their own.
Realize that the main reason buyers look at FSBOs is because they also believe they can save the real
estate agent’s commission. The seller and buyer can’'t both save the commission.

Astudyby CollateralAnalyticsrevealedthatFSBOsdon’'tactuallysave anything,andinsome cases,
may be costing themselves more, by notlisting with an agent. One ofthe main reasonsfor the price
difference at the time of sale is:

“Properties listed with a broker that is a member of the local MLS will be listed online with all other
participating broker websites, marketing the home to a much larger buyer population. And those MLS
properties generally offer compensation to agents who represent buyers, incentivizing them to show
and sell the property and again potentially enlarging the buyer pool.”

If more buyers see a home, the greater the chances are that there could be a bidding war for the
property. The study showedthatthe differencein price betweencomparable homesofsize andlocation
is currently at an average of 6%.

Whywould you chooseto liston your own and manage the entire transaction when you can hire an
agent and not have to pay anything more?

Bottom Line

Before you decide to take onthe challenges of selling your house onyour own, let's gettogether and
discuss your needs.

20



The lmportance OfUsing An AgentWhen
Sellina YourHome

.

When ahomeowner decidesto selltheir house, they obviously wantthe best possible price with
theleastamountof hassles. However, forthe vast majority of sellers, the mostimportantresultis to
actually get the home sold.

Inordertoaccomplishallthree goals, asellershouldrealize theimportance ofusing areal estate
professional. We realize that technology has changed the purchaser’s behavior during the home
buying process. According to the National Association of Realtors’ latest Profile of Home Buyers &
Sellers, the percentage of buyerswho usedthe internetintheirhome searchincreased to 95%.

However,thereportalsorevealedthat95%  ofbuyersthatusedtheinternetwhensearchingfor
ahome purchased theirhome through either areal estate agent/broker orfrom a builder or
builder’'sagent. Only 2% purchasedtheirhomedirectly fromasellerwhomthe buyerdidn’tknow.

Buyers search forahome online, butthen depend on an agentto find the home they will buy (52%),
tonegotiate theterms ofthe sale (47%) and price (38%), orto help understand the process (60%).

The plethora ofinformation nowavailable hasresultedinanincreaseinthe percentage of buyers
thatreachouttoreal estate professionalsto “connectthe dots.” Thisis obvious asthe percentage of
overall buyers who used an agentto buy theirhome has steadily increased from 69%in 2001.

Bottom Line

Ifyou arethinking of selling your home, don’'tunderestimate the role thatareal estate professional
can play in the process.
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You'vedecidedto sellyour house. Youbegintointerview potential real estate agentsto help you
through the process. You need someone you trust enough to:

+ Setthe marketvalue on possibly the largest asset your family owns (your home)
» Setthetime schedule for the successful liquidation of that asset
+ Setthefeeforthe servicesrequired to liquidate that asset

Anagent mustbe concerned firstand foremost with you and your family in order to garner that
degree of trust. Make sure this is the case.

Be careful if the agent you are interviewing begins the interview by:

* Bragging abouttheir success
* Bragging about their company’s success

An agent’s success and the success of their company can be important considerations when
deciding ontherightreal estate professional to representyouinthe sale of your house. However,
you firstneed to know that they care about what you need and what you expect fromthe sale. If the
agentis notinterested infirstestablishing your needs, how successful they may seemis much
less important.

Look forsomeone withthe ‘heartof ateacher’'whocomesin preparedto explainthe currentreal
estate marketto you, and is patient enough to take the time to show you how it may impact the sale
of your home; not someone only interested in trying to sell you on how great they are.

You have many agents from which to choose. Pick someone who truly cares.
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CONTACTMETO TALK MORE

I'm sure you have questions and concerns...

| would love to talk with you more about what you read here, and help you on the path to selling your
house. My contact information is below. | look forward to hearing from you...

LARRY SMYTH
Farrell Smyth, Inc
SanLuisObispo, CA
larry@farrellsmyth.com

www.farrellsmyth.com
(805)543-2172

@ Equal Housing Opportunity
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