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n most countries there tends to be one predominant sales method 

that both buyers and sellers become familiar with. Not so here in New 

Zealand unfortunately, so it’s important that you fully understand the 

different sales methods you are likely to encounter and how to respond 

to them.

How a property is marketed is determined by the seller in consultation 

with their real estate agent. Different methods become popular at different 

times depending on the state of the market and 

whether it favours the buyer or the seller. 

In a sellers’ market, house prices rise rapidly and 

there appears to be more buyers than sellers. 

Other characteristics of a sellers’ market are high 

employment, low interest rates and an increasing population. In these 

conditions, houses sell very quickly as buyers clamour to buy available 

homes in order to board the capital gains gravy train. Real estate agents 

chase listings relentlessly, often at the expense of providing buyers with the 

best service. They know that buyers are two-a-penny. In this environment, 

marketing without a price, auctions and tenders are often prevalent. 

In a hot market it is often diffi cult for the agent to offer the seller, or 

vendor as they are called, a reliable estimate of what their home will sell 

for. Why would they limit the potential for a sky-high price by putting 

an asking price on a property? Who knows what some desperate buyer 

might pay? Better still, why not create a sense of winning and losing 

by putting all of those desperate buyers into a room and get them to 

compete against one another in an auction (and you thought the ancient 

Romans gave the Christians a tough time in the Coliseum). Auctions are 

also a ruthlessly effi cient way to sell large numbers of properties in a short 

“Who knows what 
some desperate 

buyer might pay?”

I



74

period of time – and there’s none of that time consuming to-ing and fro-ing 

rigmarole; going back and forth between buyer and seller with pesky offers 

and counter offers. 

But even the most bullish markets are cyclical. Eventually conditions 

will change and begin to favour the buyer. Houses take longer to sell 

and require more effort from the agent. Fewer properties are sold under 

the hammer at auctions and, if a property is advertised without a price, 

many would-be buyers don’t even bother to view the open home or make 

any further enquiries. Welcome back to the world of the asking price. 

By private treaty (asking price)

The simplest method of sale is for the seller to state a price that they 

will sell at; this is the asking price. Potential buyers are invited to make 

an offer based on that price. The initial offer is almost always below the 

asking price, so negotiations ensue and when both parties are happy with 

the price and any conditions that might be included, a sale is made.

Negotiation is probably the aspect of purchasing that homebuyers (and 

sellers) dread the most. This is where we feel things tend to get personal, 

with buyer pitted against seller, one winning 

and one losing. New Zealand doesn’t have the 

culture of haggling for everyday goods that you 

fi nd in some countries and, as a consequence, 

negotiating isn’t a very well developed skill for 

most of us. In fact, it can make many people downright uncomfortable.

Negotiating is about strength and weakness. Remember that the party with 

the most knowledge will have the upper hand. If you, as a buyer, have 

access to comparative sales fi gures for similar local properties, and inspec-

tion and valuation information for the property concerned, it will be very 

diffi cult for any agent to steamroll you into making an over-infl ated offer.

If you demonstrate knowledge in your dealings with the agent, you’ll feel 

the momentum in the negotiations change. The agent will tell the seller 

that you’re not prepared to increase your offer because you know it’s 

a good one. The seller may then feel the steamrolling pressure of the 

agent turning on them to accept your offer.

“The party with the 
most knowledge will 
have the upper hand.”
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The strongest negotiator is often the party who cares least about a 

successful outcome. However, if you are trying to negotiate hard on 

price, but your wife has told you not to bother coming home if you screw 

up buying the house she has just fallen in love with, then you are on 

diffi cult ground.

Making an offer

The negotiation process starts when you advise the real estate agent 

that you want to make an offer. He or she will bring a standard Sale and 

Purchase Agreement and fi ll it out with you. All offers must be made 

in writing; verbal offers are not valid for property transactions. The real 

estate agent will explain the different sections of the Sale and Purchase 

Agreement and advise you of any special terms. This is a legally binding 

contract that you are under-

taking, so take the process 

suitably seriously. Ideally, you 

should have at hand details 

of your solicitor and likely 

lender in order to complete 

the written offer. 

Your fi rst offer should 

generally be below the asking price, but still be realistic. The maxi-

mum fi gure you are prepared to pay should be based not on what 

the vendor is asking, but on what your market research shows 

the property to be worth. The real estate agent is legally obliged 

to present any offer you make to the vendor, however if you pitch 

your initial offer ridiculously low, the vendor (and the agent) won’t take 

you seriously. The vendor may even decide not to negotiate with you 

further and wait for another buyer. Remember, negotiation isn’t just 

about price, it’s also about egos. 

As well as negotiating about the price, you can negotiate to have special 

conditions included in the contract, such as making the agreement 

subject to:

•   fi nance (so you can organise a mortgage) – specify that the fi nance 

needs to be satisfactory to you, not just the bank

“If your wife has told you not 
to bother coming home if you 

screw up buying the house she 
has just fallen in love with, then 

you are on diffi cult ground.”
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•  a satisfactory valuation 

•   a title search, checking for easements, covenants or restrictions

•  a satisfactory Land Information Memorandum (LIM) from the local 

council. This should reveal anything on the property that may not 

be permitted. For example, if there’s a garage, or a deck that’s more 

than one metre off the ground, but no permits for these are shown 

on the LIM, alarm bells should be ringing. Once you have bought 

the property, fi xing these problems becomes your responsibility.

•  a satisfactory builder’s or engineer’s report

•  sale of the buyer’s own house. This can be an onerous condition for 

the vendor, because it can take a long time.

If you get cold feet and want to get out of the deal, remember if the 

seller can show that your conditions have been satisfi ed then you can 

be forced to proceed with the agreement, or to lose your deposit. 

There’s a good catch-all condition called ‘subject to due diligence’ 

which can mean just about anything, but usually applies when you want 

to make improvements or additions to a house but don’t know if they 

will be allowable by the local council – this clause gives you time to 

check it out. 

These conditions usually come with a time limit, often one week, at 

which point the sale proceeds, or it fails because one or more of the 

conditions have not been satisfi ed.

Even if a condition isn’t satisfi ed, say the builder’s report notes a 

couple of rotting piles, or a leak in the bathroom, you may decide to still 

proceed with the sale, but use that information as leverage to ask for a 

price reduction based on how much it will cost to fi x the problem. Often 

a seller will agree in order to avoid the effort of putting the house back 

on the market and fi nding a new buyer, only to have that new buyer 

discover the same problem. Or to save themselves the inconvenience 

and time delay of remedying the problem themselves. 

The more conditions you include, the less attractive the offer will be 

to the vendor but it is still advisable to cover your back, especially with 

regards to fi nance. If you can, you should get pre-approval from the bank 

for your loan so that you can effectively be a ‘cash buyer’ in the eyes of 
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the vendor and not need to make an offer conditional upon fi nance. 

The vendor may respond to a conditional offer with a ‘cash-out’ clause, 

which means that if they receive an attractive alternative offer, they will 

give the fi rst buyer a set time (usually about three working days) to 

satisfy their specifi ed conditions. Otherwise they are at liberty to accept 

the alternative offer.

The sales agreement will list the chattels to be sold with the house, for 

example, the oven, curtains, dishwasher etc. If you are buying a bach (or 

sometimes an apartment), it’s not unusual for these to be sold fully fur-

nished and equipped – yes, you could inherit someone else’s fi ne collection 

of mismatched Crown Lynn crockery and a rickety 1950s Formica table. 

The agreement will also state a ‘settlement’ date, the day on which you 

hand over the money and get the key in return. A standard time period 

for this is six weeks. It can be shorter (although not usually less than 

four weeks) or longer – called an extended settlement. 

If there’s anything you don’t understand on the sales agreement, get 

your lawyer to check it over and explain it. 

The agent will take your offer to the vendor, who can either accept it 

(unlikely, on the fi rst round), refuse to budge from their asking price 

and completely reject your offer (again, unlikely) or make a counter-

offer somewhere between your offer and their asking price. The agent 

will amend the sales agreement (cross out the items that the seller 

wants to change and add the new information) and bring it back to you 

for consideration.

The agent will try to persuade you to accept whatever compromise 

the vendor has offered (remember, it’s the vendor who is paying them). 

Be careful with conditions you include in the Sales 

and Purchase Agreement. If the contract is full of 

them, they give the seller no confi dence that the agree-

ment will ever be completed and will just encourage 

them to redouble their efforts to fi nd another buyer.



78

If you really want the house, you may be tempted to do so, even if it’s 

more than you wanted to pay. If you’re at all unsure whether to agree to 

it, it’s often best to tell the agent that you need some time to think about 

it – an hour or a day will make it easier to act rationally.

Once you and the vendor have agreed on a mutually acceptable price 

and conditions, both signed the offer and initialed all of the changes, 

the agreement becomes binding. This is also when you pay a deposit, 

effectively a down-payment, usually of 10% although this is also 

negotiable. This deposit is held in trust by the agent and only goes to 

the seller once the agreement is unconditional. If the sale falls through 

before the agreement is unconditional, you get the money back but 

if you change your mind after it becomes unconditional, you risk 

forfeiting your deposit.

Priceless?

During the most recent property boom it became common for houses 

to be offered for sale by negotiation, but without a price being quoted. 

Not even a price range.

Just what sales tactic is the real estate agent employing here on behalf 

of the seller, you might ask. Do they want to attract people to the open 

home who can’t actually afford the house? Do they think that somehow 

a buyer will just fall in love with a place and abandon all rational thought 

about their budget? In my experience, a signifi cant number of buyers 

simply exclude properties advertised without a price from their open 

home list. That’s bad news for everybody.

This choice of sales method, like auctions, is symptomatic of the residential 

sales boom of the past few years. There are two main reasons it exists:

Over-enthusiastic buyers: In boom times the market is awash with 

buyers chasing a limited number of properties. Buyers are caught up in the 

frenzy of having to move quickly and decisively to secure a property before 

house prices rise further. Quite simply, many buyers pay far too much 

for properties.

Over-optimistic sellers: Sellers have read all about the property boom. 

They have heard exaggerated anecdotes of how a house down the 
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road is now on the market for $1 million having been bought for only 

$500,000 two years ago. They see this as their chance to cash in on 

the boom. The seller has a higher expectation than their real estate 

agent about the market value of the house, especially once the boom is 

on the wane. Faced with this scenario it is diffi cult for an agent to 

temper the vendor’s enthusiasm without disappointing them and risk 

being dropped for another listing agent who apparently shares the 

buyer’s optimism. An easier option is to list the house as for sale by 

negotiation, but without a price, and try to get the vendor to accept a 

more realistic price once would-be buyers provide market feedback.

So, what should buyers do when faced with a property for sale without 

a price?

•  See the houses that fi t your criteria; don’t ignore them.

•  Have a fi rm idea about your budget and stick to it.

•  Ask the listing agent for an indication of the vendors’ price 

expectations. Any agent worth their salt should be able to give you 

some sort of price range.

•  Ask the agent for comparative local sales information and compare 

the prices achieved for similar properties.

•  Make any offer conditional on a satisfactory valuation.

Real estate agents are as frustrated by these houses without a price 

as much as buyers. If a vendor wants to fi nd out what price a property 

might attract, they should sell the house by auction or tender. If not, 

then a property should have an asking price in order to attract potential 

buyers. As the market swings more in the buyer’s favour we will see less 

and less of this sales method.

Auctions

Auctions are a form of no-price marketing. While that can be frustrating 

to buyers, the agent is often willing to give an indication of price expec-

tations. You just have to do your homework, analyse comparative sales 

and know both what you would like to pay for the property, and what 

your top dollar is – and don’t go beyond it, especially in the emotion-

charged atmosphere of an auction room. 
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There is still a fair amount of uncertainty and nervousness surrounding 

auctions – until a decade ago, auctions used to only be used for properties 

that were notoriously diffi cult to price, or for those that had something 

special, like beach frontage, or were unusual for the area, like a particularly 

out-of-character, grand two-storey villa. The whole idea being that the 

market (the bidders) at that time would determine a value. 

That is no longer the case. Auctions are just another mainstream sales 

method. They’re popular with vendors because of the fi xed time frame 

(usually involving four weeks marketing prior to auction) and because 

there’s a view that it encourages buyer competition and therefore results 

in the best possible sales price.

The auctioneer’s job is to get the bidding up to – and then beyond – the 

minimum, or reserve, price set (secretly) by the vendor; this is often 

only decided upon immediately before the auction. Once the bidding is 

past the reserve, the property is declared offi cially ‘on the market’ (the 

auctioneer will usually announce this) and when the bidding stops, the 

fi nal bidder has committed to a binding contract to buy the property. 

The auctioneer works in price increments, which he or she will state 

at the beginning. Depending on the property, these may be as high 

as $50,000 jumps to start with but may slow to $1,000 or even $500 

towards the end of proceedings. As bidding slows, the auctioneer will set 

a new increment but you can also suggest a new increment as a bidder. 

Auction contracts are unconditional, so you must have organised fi -

nance and done any inspections before the auction. Make sure you have 

the fi nance available to pay a deposit on auction day (usually 10% of 

the price).

If you’ve never bid at an auction, go to at least three beforehand, in order 

to get a handle on the process and protocols.

If you see a home that interests you, register your interest with the real 

estate agent in advance – if someone else makes a pre-auction offer, 

you don’t want to be left without a chance to also put in an offer just 

because the agent didn’t know you were interested. In the event of a 

pre-auction offer the agent will contact all of the prospective buyers who 
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have registered an interest to determine whether any are prepared to 

make a higher offer.

If you are really interested in a property that is about to be auctioned, 

and you don’t want to risk losing out at the event, ask the agent if the 

vendor will consider a pre-auction offer. It may suit the vendor to sell 

more quickly and more privately, without the stress of an auction. On 

the other hand, it may simply show that there is demand for the property 

and get the seller’s hopes up for an even better price at auction. You 

also risk revealing your hand to other buyers who have registered an 

interest in the property.

Talk to the real estate agent to make sure you understand the auction 

process. Don’t be afraid to ask questions, even if you’re worried that 

they’re stupid questions. You may end up looking a lot more stupid if 

you don’t ask them.

If the agent tells you there are other very keen potential buyers, take 

this with a pinch of salt. They may try to get you to make a generous 

pre-auction offer to ward off the supposed competition – there’s a 

chance you are the only one in the running, but the agent doesn’t want 

you to get to the auction rooms and fi nd that out. Nothing defl ates an 

auction quicker than having only one bidder.

During an auction is not the time to play it cool and conceal the fact 

that you’re interested. However, there is no need to enter the fray 

prematurely. Watch the competing bidders; how many are there? Who 

looks serious, who doesn’t? If the bid price is escalating beyond your top 

dollar, don’t even bother to get involved. Be philosophical. It wasn’t to 

be. Put this one down to experience; eventually it will serve you well. 

Have your lawyer check over the terms and conditions of sale before the 

auction. It may feel like a waste to spend money on this (or on a builder’s 

report or other inspections) because you may not win the auction, but 

remember that once the hammer falls, the property is SOLD. 

If the reserve price isn’t reached, the property is ‘passed in’ and the 

highest bidder is given fi rst chance to negotiate a sale (in which case, 

you as the buyer can ask for certain conditions to be included in your 

offer). Sometimes, however, the vendor may lower the reserve after 
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consultation with the auctioneer mid way through the bidding process 

so that the property can be sold at the auction.

Vendor bids: This is a controversial tactic when the vendor, or a repre-

sentative such as the auctioneer, makes bids during the auction, up to 

the reserve, in order to keep the bidding momentum rolling. Some real 

estate agencies don’t allow them, but those who do should state so clearly 

in the written set of terms and conditions of sale available during the 

marketing process, and to bidders, 

before the bidding for each property 

begins, and during the process. Be 

warned that the auctioneer won’t nec-

essarily say “by the way, that’s a ven-

dor bid,” but may use the words “the 

bid is with me” or “I have the bid now,” 

then state what that bid is. 

Ask the agent during your research of a particular property if their 

company allows vendor bidding so that you know what to look out for – 

there’s nothing more frustrating than to learn that you have just bought 

a property by competing for it against the current owners. 

Tenders

A tender is like an auction in that there is a fi nite time frame for the 

offers to be made, however, unlike auctions, you can add conditions to 

your offer if required. 

If you’re interested in a property for sale by tender, you may only have 

one shot at getting the vendor’s interest. Purchasers are asked to make 

their best offers in writing for that property by a given date and they 

don’t get to see what the other offers are. The vendor decides which 

offer they like best (considering price and any conditions, such as 

settlement date, included in the offer). Vendors like tenders because 

the process encourages keen buyers to lead with their top-dollar, unlike 

auctions where buyers know exactly how much they need to offer to top 

the previous bidder.

“If the agent tells you 
there are other very keen 
potential buyers, take this 
with a pinch of salt.”
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The vendors aren’t obliged to accept the highest offer, or any offer for 

that matter, and may decide to renegotiate on any of the tendered offers. 

Pre-settlement inspection

You have the right to make a fi nal inspection of the property before 

settlement to ensure it is in the same condition as when you fi rst 

inspected it. This can be arranged through the real estate agent, and 

is worth doing. That way, if the gorgeous velvet curtains from the living 

area have gone, and they were supposed to be included in the deal, it’s 

relatively easy to sort out. 

If there are any problems, don’t panic, settlement can still happen and 

you don’t need to cancel the removal van. You can simply withhold a 

few thousand dollars until the curtains are returned. 

Once the funds have gone through to the vendor (often electronically 

these days rather than by bank cheque), you get the keys and move in.

•  Understand the various sales methods used.

•  Acquaint yourself with a typical Sales and Purchase Agreement.

•  If a house is offered without a price, research relative 
house values and sales fi gures.

•  Know whether the market is booming or fl at; whether it’s 
a buyers’ market or a sellers’ market.

•  Keep your cool when negotiating.

•  Auctions are emotion-charged and pacey events – attend 
some beforehand to get the feel of them.


