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STRATEGY| USING A BUYER'S AGENT

The ultimate
guide to using
a buyer’s

agent

An investor’s best friend or a luxury for wealthy people?
John Hilton discovers who buyers’ agents really are and
sifts through the pros and cons of using them

he old saying “You have to
Tspend money to make money” is

especially true when considering
this question: should I spend money on
an investment property?

As many successful investors will
testify, the long-term financial rewards
of property investment easily justify
the purchase price. However, a related
question that’s more debatable is this:
should I spend money on a buyer’s agent?

But before we jump the gun, it’s
important to flesh out the first question
further. For starters, the financial
rewards of property investment are
not guaranteed and it just takes a quick
glance at the data pages at the back of this
magazine to see how right (or wrong) an
investor can get it.

It’s also evident that a wide range of
factors influence the degree of capital
growth a property will experience, and
this information takes some due diligence
to acquire.

This is where the buyer’s agent (or
buyer’s advocate) comes in. One of their
key roles is to provide advice to clients
on where and what to buy, says Justin
Lilburne, a buyer’s agent for JPP Buyer
Advocates.

“Buying the right property for the right
price in the right timeframe could save
tens of thousands of dollars now and

make hundreds of thousands of dollars in
10 years’ time,” says Lilburne.

This is done by firstly understanding
the client’s long-term goals and how
these can be achieved based on their
budget and timeframe.

In order to do this, it’s paramount that
the buyer has an idea about what they
want to achieve. For instance, they may
be chasing long-term capital growth or
positive cash flow or looking to add value
via renovation or subdivision.

“Buying the right property isn’t
rocket science; however, many buyers
take the plunge without doing their due
diligence,” Lilburne says.

Another key role of the buyer’s agent is
their input in the negotiation process.

In the immense stress and /or
excitement of making an offer, an
investor can lose a lot of money, says
Miriam Sandkuhler, a buyer’s agent for
Property Mavens.

“When people are under pressure and
highly emotional they tend to lose control
and overpay for property,” she says.

In particular, using an experienced
buyer’s agent will protect you from
being misled by the selling agents who
underquote, and in a hot market it can
mean the difference between buying a
property and continually missing out,
says Sandkuhler.
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)) “Buying the right
property for the
right price in the right
timeframe could save
tens of thousands of
dollars now and
make hundreds of
thousands of dollars
in 10 years’ time”

— Justin Lilburne

How they can help

They can simplify and speed up
the process of shortlistingarange
of properties before deciding
what to buy

They help take the emotion
(particularly stress) out of
investing

They can protect you from being
misled by selling agents during
the negotiation process

They use their network to access
properties not yet released on to
the market

They can pass on their methods to
investors throughout the process
so the buyer's investing education
isbroadened

WHO THEY CAN HELP

For people who are new to investing,
using a buyer’s agent can be a great way
to learn the basics of the process.

“We provide a written report for
each property which we go after,” says
Lilburne. “This is to act as a guide and
allows our clients to make an informed
decision based upon realistic and
real-time data.”

Indeed, many experienced investors
today look back on the first property
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they bought and know they could have
done better if they’d had the right help.
Whether it’s buying in the wrong area
or paying too much money, buyers’
agents can help buyers eliminate those
rookie mistakes.

Additionally, a buyer’s agent can help
anyone who is short on time or confused
about the market and conflicting advice
from selling agents, developers and
property spruikers, says Sandkuhler.

“They are frequently time-poor
professionals who need somebody
else to secure them a result, or they
are anxious and don’t know where
to look or what to buy. They are
also overwhelmed by conflicting
information in the marketplace,”
she says.

Lilburne agrees, stating that the three
main reasons to use a buyer’s agent
are lack of time, lack of knowledge
and/or lack of understanding about the
negotiation process.

Another important point is that some
buyers’ agents offer a service where
they are only involved in the negotiation
or auction bidding. In other words,
the buyer finds the property, while the
buyer’s agent makes sure they pay the
lowest possible price.

The other category of service is
typically the full search and acquisition
service. With this service they search,
inspect, evaluate and negotiate the right
property for your needs.

HOW TO SPOT THE RIGHT
BUYER'S AGENT

The first step towards finding the right
buyer’s agent is to realise that there are
different types of buyers’ agents and
some suit investors more than others.

For example, some buyers’ agents
are generalists, while others have a
niche expertise and might specialise in
working with investors or homebuyers,
says Sandkuhler.

This is important because investors
require an analytical process since the
numbers must stack up if they are going
to make a healthy profit. On the other
hand, homebuyers require an emotional
process since the home must meet their
personal needs.

Ultimately, it is wise to look for
somebody who is fully licensed and has
the relevant qualifications and at least
10 years’ experience of being a buyer’s
agent, says Lilburne.

You should also look to see if they
charge a set fee, he says. This is
important because if they charge a
percentage of the final purchase price
this might actually provide an incentive
for the buyer’s agent to not negotiate
the lowest possible price.

THE DOWNSIDE
OF BUYERS' AGENTS

There are some important things to
watch out for when acquiring the
services of a buyer’s agent.

A lot of buyers’ agents are actually
former selling agents, so just because
they know how to transact in real
estate doesn’t mean they have
investment expertise, says Sandkuhler.

“Selling property or buying property
doesn’t make you an investment
expert; it just means that you might
know pricing or you might know the
negotiation process,” she says.

“However, it doesn’t mean you
necessarily have a skill set to
understand and distinguish what
makes one property perform better
than another.”

They might also be property
spruikers or project marketers
masquerading as buyers’ agents
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and charging a ‘membership fee’ but
actually earning a commission from a
developer.

These people are definitely not
buyers’ agents and neither are those
who “find’ you property by searching
their database of development stock,
but earn their fee from the vendor,
Sandkuhler says.

Other people to watch out for are the
following:

e Those who aren't licensed estate
agents or agents’ representatives
in their state and registered with
the Business Licensing Authority
or Fair Trade, yet call themselves
buyers’ agents and illegally charge
for this service.

e Those who are very ‘salesy’ in their
property recommendations and
attempt to turn over clients quickly.

e Those who think or act more like a
selling agent than a buyer’s agent;
for example, they don’t negotiate
contract clauses in the buyer’s
favour as part of the transaction.

e Those who arenotanota'sole
focus' buyer’s agency because
they also sell new and off-the-
plan property or group/block
developments. Consequently, they
may not truly focus on the buyers
100% of the time.

Unfortunately, many of these people
purporting to be buyers’ agents are
in a prime position to take advantage
of exactly the type of people who
often use the service - that is, those
who are beginner investors or busy
investors. That’s because both these
groups often don’t have the knowledge
or the time to properly scrutinise the
self-described professional who is
charging them a fee.

Finally, the buyer’s agent fee can
be expensive for investors on tight
budgets, particularly as it comes on
top of the sum they are paying for
the property (and all its additional
expenses). And if you are planning on
building your portfolio quickly, this fee
must be paid again and again, which
can really add up.

This is why some beginner investors
prefer to pay to be educated, which can
be a one-off fee that covers multiple
aspects of property investing, including
research, tax, finance, etc.
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HOW MUCH THEY COST

Many buyers’ agents charge fees based
on a percentage of the purchase price;
however, they will often lock in a fixed
price for your search so that there is no
incentive for a higher price, according
to the Real Estate Buyer’s Agents
Association of Australia (REBAA).

For instance, if the buyer is looking to
spend between $1m and $1.5m they may
fix the fee regardless of whether it costs
$1m, $1.5m or somewhere in between.

However, as a very general guide, the
buyer’s agent’s full-service fees work out
to be typically 1.5-2% plus GST of the
purchase price, says the REBAA. This is
a similar figure to what most real estate
agents charge for selling a property.

Additionally, many buyers’ agents will
ask for a proportion of their total fee to be
paid when signing the contract.

Some operate as a buying club where
they go to find a good deal, get it for
a discount and offload it to a group of
investors. The idea is to buy in bulk so
they can get a discount. They then charge
the investors who take part in the deal a

Questions to ask a buyer’s agent before acquiring
their services

Are you a fully licensed agent?

Do you have any other additional
qualifications? For example, are
you a member of the Real Estate
Buyer's Agents Association or
Property Investment Professionals
of Australia?

Are youreally independent or do
you take fees from developers or
agents?

Do you specialise in finding property
in a specific area?

Do you have experience across a
broad range of properties?

How long have you beenin the
industry buying property?

Have you ever sold property and do
you understand the sales process?

Are you aninvestor yourself and
do you have a comprehensive
portfolio?

Have you ever helped anybody with
circumstances similar to mine?
What was the outcome?

Does your company have access to
off-market properties?

What are some examples of results
you have got for clients?

What can you offer me that other
buyer's agents can't?

Sources: Justin Lilburne, Miriam Sandkuhler,
Rob Williams, Matt Armstrong
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fixed amount, generally around $10,000.
It is also worth mentioning that when

purchasing an investment property

the buyer’s agent’s cost is normally tax

deductible.

HOW A BUYER'S AGENT
NEGOTIATES

Sandkuhler offers her tips for acquiring
your desired property and getting the

lowest possible price.
E Always put the figure

in writing
To throw a figure at an agent verbally
means there is no evidence of the offer.
However, agents are legally required
to present all offers to vendors. If
you document the offer, even if it is
via an email or a text message, there
is evidence of an offer having been
presented. This compels the agent to
present it to their vendor.

£\ Never reveal the reasons
H you are buying

Don’t get overly excited about the
property or give an indication that you
have an emotional attachment to buying
it. You will be manipulated and played
emotionally to create fear around you
missing out so they can attempt to drive
up the price.

Work on the basis of

reality
There is always another property
that will come on to the market. If
you ever feel rushed or unprepared,
my recommendation is to not act at
all. Just miss out on the property and
go find another one. You should have
no emotional attachment if it’s an
investment property, and if you do you
are buying it for the wrong reasons.

— Always have the
b/ contract checked before
you sign anything

Too many people buy at auction
without having the contract reviewed
or looked at. They have no idea what
the obligations are in that contract, and
frequently issues present themselves
and it’s too late to do anything about it.
A lot of contracts are actually wrong. I
frequently come across contracts when I
am negotiating terms before an auction
and there are bits in the contract that
are missing.

>> “Don’t get overly excited about the
property or give an indication that
you have an emotional attachment to

buying it”

— Miriam Sandkuhler

a_ Case study 1

One investor who'’s had his fair
share of experience of dealing with a
buyer’s agent is Matt Armstrong, Your
Investment Property’s Investor of the
Year for 2014.

After buying his first property in
Caulfield South, Victoria, without a
buyer’s agent, he bought his next four
properties using one.

The reason why he started using an
agent after that first property was that
his circumstances had changed.

“When I bought that first one I was
single, didn’t have any commitments
and had lots of free time,” he says.

“When I was buying my other
investment properties I was married,
and as a family we did not have time to
do the legwork and spend our weekends
travelling around and looking at
different properties.”
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Armstrong found his particular
buyer’s agent through a friend’s
recommendation. “I have been using
the same buyer’s advocate for years now
and it takes a lot of the guesswork out,”
he says.

“And with one of the purchases I was
able to buy it before it hit the market
and therefore was able to secure it at a
good price.”

He argues that it’s very important
to find a buyer’s agent who you can get
along with. This is necessary because
you may be spending time with them
discussing options and going out with
them to check the properties they
recommend.

“Also, pick their brains to see if they
have a different opinion to you on what
makes a good property,” he says.

“Then listen to them and find out
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why, and then use that to extend your
own knowledge.”

Armstrong strongly believes buyers’
agents are a great idea for investors
and already recommends the service to
friends and family.

» “I have been
using the
same buyer’s
advocate for years
now and it takes

a lot of the
guesswork out”

- Matt Armstrong

a_ Case study 2

Rob Williams is a successful investor
who has never used a buyer’s agent. He
tells Your Investment Property why he
has never found it necessary.

Why did you feel confident enough
to make your purchasing decisions
without the help of abuyer's agent?
I bought my first investment property
in 2001 for $70,000 and it is now worth
$350,000, a 400% gain or a compound
annual growth rate of 12%. My first
property was a two-bedroom unit
in a small group of six in the leafy,
blue-chip Adelaide suburb of Leabrook.
Between 2007 and now I've bought
seven more, all of which have been
very sound investments.

The investment criteria I applied
to that first property have served
me well since then, so I’ve not felt
the need to engage the services of a
buyer’s agent.
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