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Dave: 

So Marc really welcome to 30 Minute Money. I'm so glad you could join me here. 

Marc: 

Dave, thanks for having me. 

Dave: 

So you are a very successful realtor here in Rochester, and I thought you were exactly the right expert to 
ask about this. Let's just jump right into the question, I'm sure it's on everybody's mind. Why is it a good 
time to buy a house right now? 

Marc: 

Well, it's both good time to buy and also to sell. As you know interest rates have been historically low, 
just today I believe it was about 3.125, which is one lowest I've seen in a long time. We've got just under 
three at one point, but it's been hovering around 3% for quite a while now. With interest rates being so 
low your mortgage payments have been a lot less. If they were to go up, the affordability goes down as 
we've kind of talked about the numbers that we usually get is for every 1%, you're looking at about 
$10,000 buying power per 100 000. So if you were buying at 3.125% a $200,000 house, and the interest 
rates go up to 4.125, you're looking at the same payment now for about $180,000 house. So you lost 
$20,000 worth of buying power. Yes, there is a lot of buyers out there, there is a lot of competition, but 
because of the interest rates, the affordability is there and you just have to be able to navigate this 
market. 

Dave: 

Yeah and we're going to get to that. So of course, you make your living selling houses, so I'm sure it is a 
good time to buy for the right situation and you have a vested interest in that, so why is it a bad time to 
buy a house? 

Marc: 

A bad time to buy a house? Again, you are in competition, so for every house out there it's not 
uncommon to go against 15-20 offers at a time. It's difficult so any buyer gets into this just has to have 
patients and really lean on their professional to be able to negotiate, talk to the agent, ask the agent 
right up front, what do you do to negotiate better? What makes your offer stand out amongst others? 
That's what's important. 

Dave: 

Well and that's one thought that might come to people's minds, is that with a market that's this 
competitive, you're just walking into a situation where people get caught up in wanting to win the bid 
and wanting to get the new house, isn't that a recipe for paying too much? 

Marc: 

Yes, very much so. Now question is, are you paying too much when you have so many people asking for 
the property, the market decides what the values are and the market's always self leveling. We have had 
a very, I guess, a very low progression when it comes to prices in the Rochester area and as you know 
over time it goes up, we've had a huge spike, one of the best in the nation. It is starting to level off, but 
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the prices won't come back down. They will probably continue to rise, but maybe not at the amount 
they have beforehand, the question is, do you wait another year and the interest rates go up where the 
prices are still going to stay the same? So the affordability is going to go down as you know. 

Dave: 

So what you're saying is that this is not a bubble, this is going to stick around, so taking care of one of 
those fears that you're not going to get paid too much and then the prices are going to collapse again. If 
that's the goal, why do you think that is? Why do you think if all of a sudden they spike up, why are they 
not going to drop back down again? 

Marc: 

There's only a finite amount of properties, building costs have gone up exponentially, the cost of rent 
has gone up too. Even though we are seeing a huge rise of residential real estate, we actually seeing a 
level out and drop off on commercial real estate because more and more people are working remotely. 
If I go back about 10 years ago in selling real estate, a four bedrooms and five bedroom houses were a 
little bit more difficult to sell because of the family unit was getting smaller but now, because there's 
more people working from home, people are going to need larger houses and we're getting more and 
more people buying four bedroom houses, so larger houses. Rents have gone skyrocket because if the 
price of homes are to go up, so do the price of rent. There's almost a competition for the two. 

 I think rental has gone up about 14% in the last two years, which again, drives the affordability 
for renting quite a bit and plus there's a moratorium right now on rental evictions, so there's less of that 
available too. [inaudible 00:05:18] So buyers have turned and said, do I pay $1,500 a month to rent a 
two bedroom or a three bedroom house when I could buy a $200,000 house for the same payment? You 
have to think about what's the right thing. I still think that even though the prices will level and they are 
starting to level, I don't see them going back down unless something happens dramatically. Even in 
2009, when we had the financial collapse, we didn't see a huge loss of value on properties. 

Dave: 

Well, true and that was really when Rochester was not responding to the national trends. We saw in a 
lot of different markets that they would spike way up and then go way back down again, building up to 
2008, we did not see that big spike and so when 2008 came, we did not see that much of a settling 
down, but you think this spike is a trend, do you think this is here to stay? 

Marc: 

I think it's here to stay, I don't think the growth's going to be as high, we're doing about 1% to 1.5% per 
month in growth and value growth. I think that's going to be leveling off, but anyone who's purchased a 
property in the last three years, they're not going to let it go for under what they just paid for it. All the 
neighbors know what the house is sold for and they're not going to want less than what they're seeing 
their neighbors go for. The prices are going to stay up there, it won't be the 15-20 offers you'll see on 
every house. 

Dave: 

Okay. Well and you just brought something up a minute ago that I'd like to dig into a little bit, you said 
people are thinking potentially about buying a house because rent's going up and if you have to pay this 
much rent, but the mortgage payment's going to be about the same for that wouldn't it be better 
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owning? But that's not entirely a complete comparison because there are a lot of things that a landlord 
does on a building that you would then have to take responsibility for as an owner. So what are some of 
the things that people need to keep in mind when they want to do a real apples to apples comparison 
between renting and the cost of owning? 

Marc: 

Well, apples to apples, I would say, first of all, you have to figure out what your timelines are. If you 
were thinking of renting and you're, let's say fresh out of college and you don't know if you're going to 
be settling in the area or not. That might not be a right idea to buy because you should be holding onto a 
house minimum I would like to see at least five years to hold on to it, to build equity. But if you're going 
to be moving in two years, you might want to think about staying in the rental market. 

 Yes, owning a house and you don't have a rental, if that furnace goes, you're paying for it, the 
water heater goes, you're paying for it, mitigate these things at home inspections, home warranties. 
There's a lot of different things that we can use to cover that but when you do replace them, let's say 
you're putting a new roof onto it, the value is going to come back to when you go to resell on the house. 
Yes, you're paying it out of pocket but right now if you're renting, you're paying for the landlords, the 
landlord's roof, his furnace, that comes out of your rent and that is not what you get back when you 
leave and get your money back. 

Dave: 

Oh, sure no, if we're doing a cashflow comparison, so you're talking about a month by month, yes of 
course you're paying for the cost of replacing the furnace every 20 years and the cost of replacing the 
roof every however often but from a cashflow standpoint it's not totally the 1500 versus 1500 because 
that's just like mortgage taxes, insurance, right? Is there- 

Marc: 

Your principal, your interest, your taxes and insurance, your ITI. 

Dave: 

Most of our listeners are probably not a first time home buyer, but if you were advising a first-time 
home buyer and they were going through that equation in their head about, this is how much I pay in 
rent, how do I compare that to the cost of a house? Are there other things that you throw in there to 
just in case the water heater goes in the first year or the cost of snowplowing, lawn cutting, those kinds 
of things. How can a first-time home buyer really got a better, clearer picture of cashflow versus 
cashflow? 

Marc: 

Well, it's affordability too. If I was looking at the market right now, I was just looking just a minute ago 
for a three bedroom, one bath house, suburb, you're looking at a minimum about $1,300 to anywhere 
to $1,500 and these are just west side suburbs, you get into Brighton, you're looking at $1,900 for the 
same thing. You can compare that just on the payment alone, that 1300-1400 you're affording a lot 
more of a house. So you're renting what in this market might be $130,000 purchase for the cost of 
owning a $220,000 house, with no equity return, if you go to sell. Anything you put into the house, you 
usually should get back some of it in your resale. Yes when you sell a house or buy a house even, you 
expect the roof to be working, you expect the furnace to be in working condition order. Those don't 
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really give you a return on resale value, they give you return on marketability. Kitchens, baths, upgrades, 
cosmetic upgrades, they will give you a return on investment when it comes to appraised value I guess 
you can say. 

Dave: 

Sure. Okay well and let's get to that in a little bit. Let me ask you first, we just mentioned first time home 
buyers, but more of our listeners are going to be people who either have a growing family or as you say, 
they're now working from home when they didn't do that before and so they may need more work 
room, so they're trading up. So what kinds of things should people who are trading up, keep in mind? 
Since you're dealing with a lot of those folks now, what are some of the things they should keep in mind 
to do successfully get a larger house and then sell their smaller house? 

Marc: 

Well, it's all about budget. Getting their house prepared for one, finding out the value of their current 
house to be able to know what funds they have from their current house to be able to purchase the 
next. That would be a contingency, that is difficult in these markets selling contingent. So we try to 
figure out what we can do to be able to buy a house without having to sell your current house, because 
it's going to sell in this market. It's what the growing needs of their family that's coming up, if they're 
planning on having more children, how many bedrooms do they need? Are they working from home? 
School district? All of these come into play, taxes, the affordability of their payment, the next house 
they're buying, if they're buying a larger house, the cost is going to go up with taxes as they're going to 
get you. 

 I find that just going back to how do they go about selling their house and buying others, if they 
could do it non-contingent when they use a lender, do they do recapture or then restructure a loan 
afterwards to be able to take equity from their house after the sale, to put into their new mortgage, to 
be able to reduce their payment, which we can do later, they called recasting the loan. It depends what 
their needs are. So I usually meet with the buyers and sellers at the same time, look at the transaction as 
a whole, because you have a sale on one side. Yes you're going to get a lot of money for your house that 
you're selling, the buying side, yes it's going to cost more. With the interest rate it might be about the 
same payment because some people don't actually refinance after they purchase. 

 So they may be at 3% or 4% or it might be at 4%-4.5% and then now they're finding out that 
they're buying more expensive house, but their payment is really not going up that much because of the 
interest rates much lower than they originally bought it for. 

Dave: 

So we're going to talk about what you can do to position yourself to succeed in such a competitive 
market but one of the things that you just mentioned was if you're trying to submit an offer that's 
contingent on the sale of your current house, that's going to put you at a big disadvantage to those 
folks. So let's go through that again, are there ways that you can successfully remove that contingency 
and go in with a non-contingent offer, if you still own the house and your mortgage payment is a big 
part of your budget? 

Marc: 

Yes. Well if you have the ability to purchase and that's with checking with the lender to see if you can 
carry two properties at the same time, it would be a short term because once we get under contract at 
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the new house, we turn around and take the house you currently live in and get it on the market as soon 
as possible. There's also bridge loans that allow you to take equity from your house while you still own 
it, to be able to purchase the new property. Again, that comes down to what your qualifications are. 
Besides that and then there's borrowing against your investments. 

 Some investments allow you to borrow without penalty for principal residence and obviously 
you have to pay that back and you can do that from the equity sale of your last house. So there's many 
different options. So each client is going to be a snowflake and we have to take each one separately and 
go through a game plan an A, B and C too. We have to make sure we have I guess, a different route for 
each purchase and each buyer and seller. 

Dave: 

Right but I think that one of the big messages there is that there are ways that you can position yourself 
better by removing that contingency, although there are some risks to that. If you buy the new house 
and then something happens with your old house that where it doesn't sell, that's something that 
people have to consider because they could be carrying two houses for longer than they anticipated. So 
are there any boundaries around that? Are there times when you would suggest people not do 
something like that, because it might pose too much of a risk? 

Marc: 

If they don't have the liquid funds or the ability to do that, there could be a case that we sell their house 
first and because of this market is so competitive, the buyers coming in and especially if they sell their 
house in that first time home buyer range, the buyers may be able to negotiate in that they give you a 
quick close with a rent back. So that you actually close on the property, you get a 30, 60, 90 day rent 
back, 90 days I think is the max you can go and you could take that time to be able to find another house 
and buy that non-contingent, that's another option too. It has to be negotiated upfront of course. 

Dave: 

Okay and you said 90 days is the max, why is that a max, what's limiting that? 

Marc: 

So if the sale of your house is used with a mortgage, that's pretty well purchasing it, anything over 90 
days would be considered a commercial loan, like a rental. 

Dave: 

Oh I see. 

Marc: 

Usually requires over 20%, so it's 25% down. 

Dave: 

That's something negotiated in regard to the mortgage right? So can you not just sell your house and 
then negotiate renting it back for some indeterminate period of time? I guess I'm not totally clear on 
why there's a limit on that. 

Marc: 
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So the person who is buying your house, let's say they just have a normal conventional mortgage, not a 
cash buyer because of the type of mortgage they're using the lender on that side knows that they're 
buying as their principal residence and being a principal residence you have to live in it. They'll allow you 
to do a rent back for up to 90 days, anything past that, it would require probably about more than 20% 
down, 25% because now it's a rent [crosstalk 00:17:29] . 

Dave: 

Okay now I understand. So we talked about this market being very competitive, you mentioned before 
that a lot of houses may get 15 offers on it, you've got to figure out how to get yours at the top. Besides 
going in with a non-contingent offer, what are some other ways that people can make their offer more 
competitive without being taken to the cleaners on just paying too much? 

Marc: 

Okay. So there's several different options. One of which is something that's been a little bit new and 
probably in the last four or five years called an escalation clause. An escalation clause it's a document, it 
allows you to kind of hedge your bet. Put an offer on a house, we say we're going to go $2,000 over the 
next highest offer up to a cap of X, instead of going in on just a guess of how much we're going over, 
because you could come in 10, 20 grand over when you only needed to come two or 3000 over but 
there's always a cap on that, that's what escalation clause is. Now they do have to show us what is the 
escalating factor, the offer that actually allowed us to escalate up to that cutoff point. Other items, good 
faith deposit. 

 When you buy a house, you put down a deposit and the deposit shows that you're not going to 
walk away without cause, making a large deposit I think is important. If you're buying a $200,000 house, 
you should be doing about $10,000 per hundred thousand, so a good $20,000 deposit. If you don't get 
your mortgage, you get it back, if they can't deliver clean title, you get it back and if you can't come to 
an agreement on the home inspection you're going to get it back, 99% of the time you're going to get it 
back. If you decide to walk away right before close, there's going to be an issue, you might not get that 
back. Other items, this is a rough one, waiving inspection. We have been seeing that a lot lately. That's a 
case by case basis. 

 I never liked to recommend that someone waive a home inspection on a property, but we have 
to look at it different ways is how old the mechanicals on the house when we go through it and if you 
are going to waive an inspection, I highly recommend you buy a home warranty on the house. A home 
warranty is actually something that could make your offer even better, even if you're doing a home 
inspection on the house because a home warranty not only covers you for a year, it covers the seller till 
the time of close and Murphy's law says something's going to go wrong. There's many times I've listed a 
house and the furnace goes, water heater goes, anything could go right before close, but now it's 
covered because the buyer put a warranty in place and these items are covered right to close and it 
helps the buyer for a year after it close. 

Dave: 

So that's interesting. So who provides those kinds of warranties? Are there sort of insurance companies 
or real estate companies or who provides those? 

Marc: 
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There's a few different warranty companies, HSA, there's several of them out there. That's what I would 
talk to your realtor about who they would recommend. They usually cover a house it's about $600, but 
in the scheme of a large purchase, that's not a lot of money and especially when [inaudible 00:20:43] I 
had a client who had it and her dishwasher went day one, sprayed water everywhere, ruined the ceiling 
and basement, a hundred dollars service fee, it was covered. It would have been a lot more and in 
another one the water heater went. It's just everything that could go wrong could go wrong after 
[inaudible 00:21:02]. Even after having a home inspection, because you buy it on Monday, it works out 
Monday and breaks on Wednesday and that's [crosstalk 00:21:10] 

Dave: 

Well and something else that I've heard, tell me your thoughts about this is that, they wanted to waive 
the inspection because they wanted to be more competitive, so when they went to tour the property, 
before they made an offer, they paid the inspector to come and he just walked through it with them as if 
he were their cousin or some friend of the family or whatnot. So he was actually eyeballing it and could 
tell them before they actually put the offer in, have you seen that kind of thing happening? 

Marc: 

Yes, there actually is. Some of these inspection firms have been doing these what they call 30 minute 
inspections and you're saying, listen I want the bones of the house to be nice, I can take care of the 
mechanics on there, go up the attic show me there's no mold in there, go through that foundation, look 
at that foundation, let me know it's not [inaudible 00:21:56]. Now you can do this because it's only a half 
an hour limited, but you still have to get permission from the seller to do that. If you're bringing in this 
home inspector and someone's going to be poking up in the attic and the crawl space, you really need to 
get permission from the owner. 

Dave: 

So if you're not going to tell him to just bring them through like they're your cousin, you're not going to 
get a full inspection, they're going to be able to eyeball the stuff you can see without opening anything 
fake door. 

Marc: 

I don't [inaudible 00:22:20] crawl spaces, but [crosstalk 00:22:21]. So that's the tough call inspection. 
Now I, myself would never waive a septic inspection or water potability tests, that we'd call well 
inspection, because the cost of something that being done, when something's wrong with the septic, it's 
going to cost you and if you have to put a new raised bed system in 15,000-20,000, no problem, I would 
never waive those. When it comes to negotiating there's a lot of other things you can do too. 

Dave: 

Okay. So tell us. 

Marc: 

So you hear the cash is king, cash offer is king. The reason why cash is probably a lot more attractive is 
because you don't have to deal with the lender and more than just the lender it's the appraisal. The 
appraisal is a third party not involved that is supposed to justify the purchase price to make sure that, 
that's the value of the house. 
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 The appraiser doesn't make up the value of the house, they get the contract in front of them. 
They already know what the purchase price is, they have to find comparison sales that justify having that 
price and if they can't justify that price, then it's short and the lender says, well I'm only lending on X 
amount of dollars of this appraised value of this house is. Then all of a sudden we have house that was 
sold for 300,000 now appraised for $10,000-$20,000 under what the purchase price is and the buyer 
says, I don't have that, that's why cash is more attractive. So we found a way around that too and we 
call it covering the Delta or the appraisal gap. In the contract we may and this can only be done if the 
buyer has the ability to do this, that again, liquid funds to be able to do this. 

 We put in there a clause that says if the house is under price, buyer will pay the difference in 
cash up to X amount of dollars and again, you want to put a cap on that $20,000-$30,000 depends on 
the price range you're in, but that gives a little bit more comfort to the sellers. When we have multiple 
offers saying, okay, this one's a cash offer, but this one right here, even though it's not a cash offer, it's a 
higher offer and they're willing to cover in case it's under appraises. So it makes it almost as good as a 
cash offer because it takes away that burden. 

 Couple other things you could do, permits and certificates of compliance. All right, I have seen 
people in years past when we had more of a buyers market, we want permits for the fence, I want one 
for the deck, I want one for the basement. Sometimes you have to wait, so are you not going to use that 
deck because it doesn't have certificate of compliance onto it? That fence was put in 10 years ago, 
you're going to get a survey, it's going to show you if it's on the property lines or not and again, those 
are almost a case by case basis. Hot tubs and pools they have electrical inspection, you may want to get 
a certificate of compliance for those. Another big one, which I just had on a house I had on one of my 
listings, I had 12 offers on it and this was only a week ago. 

 The winning bid is I had a couple who are [inaudible 00:25:31], they're moving out of state, they 
were getting rid of everything, they've lived in this house for 40 years. One of the offers came in that 
said that they did not have to deliver the house in broom clean condition, meaning they could leave 
behind anything they want. Don't want to clean out the shed, don't want to clean up the basement, you 
can just leave it, we'll take care of it. The sellers love this, it wasn't even the highest offer and that's the 
offer they went with because it was an easier offer. Price is good, but conditions are better, we have to 
look at everything that comes into play. 

 It's very important you talk to your realtor about who you're going to use as a lender too, there's 
a lot of good lenders out there, there is a lot of bad ones. The bigger the bank, the bigger the issues. We 
find that some of these large, big box lenders, residential lending is more of an annoying fly that they 
have to deal with and we find that their processing is a lot more difficult. If there's an issue, it's hard to 
get ahold of anyone, their underwriting is out of state. So keep it small, keep it local and talk to your 
realtor to find out what's going to happen. 

Dave: 

I'm a big fan of local banks. So I'm with you on that one. Just real briefly, because we don't have too 
much time, but let's look at the other side of it, let's say that you are trading up or for whatever reason 
selling your property, what kinds of things can you do to... certainly the market in this case is going to 
propel the price a long way, but what else can you do to make it to get as much as you can out of it? 

Marc: 

Well, in this market you still have to be a shiny penny. Even though it is a sellers market, it is starting to 
level, you still have to price them correctly. Buyers are accustomed right now to paying over asking, so 
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any buyers I'm working with, they're searching about 15, 20% under what their qualifying ratio is, so 
they have the ability to negotiate up if they need to. So pricing it right is important. One of the best 
values you can buy as a squeegee, getting that house as clean as possible, get in there and get 
everything out the way de-personalize it. We still have to get as many eyes on the house as possible, so 
marketing is important too. For me I like to market to neighborhoods. Everybody knows somebody 
who's going to be living in your neighborhood, so why not let all your neighbors know about your 
house? 

 Because there will be at work saying this one just came up around the corner, you should come 
live by me. So we hit the market and market to the neighborhood and we also do a lot of online 
marketing too, to make sure that when people are looking, you buy a pair of shoes online, all of a 
sudden you're getting pop-ups for shoes. You look for a four bedroom house, one bath in Brighton, all of 
a sudden there's my listing popping right up in the corner of your screen. We want to get as many 
people through as possible. So we still have to market and advertise it, pictures are extremely 
important, I use photographers for everything. Let the light in, if there was something that's chipped or 
painted, get it painted, take away also their ability to want to do a home inspection. 

 Get your furnace cleaned, put a sticker right on the side of it that says this was service just last 
month, it's right there. Pop your head up in the attic, make sure you don't have any mold up in your attic 
or sustaining, if you do, let's get that addressed right off the bat before you list the house. You're 
moving, so now's the time to purge items you don't want to take with you. Get as much stuff out as 
possible, let's make it look like a hotel room, very plain, but still clean and nice. 

Dave: 

Well your comment about the neighbors made me laugh, it's like, well I guess you could also just focus 
for six months on being a really terrible neighbor, so everybody in the area is going to want you out of 
there. So they'll do anything they can to get you to sell that house. 

Marc: 

If you don't know who the bad neighbor is, it's probably you. 

Dave: 

Exactly. So let's lay out a roadmap. If somebody is thinking of trading up, they want to exchange their 
houses, what are some of the things they should think about doing in what order? 

Marc: 

Well first off get a realtor over your house. You want to get a price range of what we think their house is 
going to be worth, in that range, worst case scenario, best case scenario. Also then a lender, get a 
recommendation from your agent, talk to the lender, find out what we need and where we need to go. 
So now with that game plan, we find out what we have value in your house, what also needs to be done 
on your house to get it ready to put on the market and then how much funds we need to move up. 
Those are the first steps right off the bat, you should always work. 

Dave: 

Okay, great. Here at 30 Minute Money, we're a big fan of 30 Minute Action Lists. If somebody starting to 
think about this, what should be on that first 30 minute action list? 
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Marc: 

Oh, call me. 

Dave: 

I will get to that in just a minute. 

Marc: 

30 minute action, call an agent, call your lender. Those are the two first things you do every time. Buying 
and selling that's the most important items. 

Dave: 

Okay, great. 

Marc: 

Put together a wishlist too, if you're going to be buying- 

Dave: 

Okay. That's helpful. That's the kind of stuff we're looking for. 

Marc: 

Yes. You need to put together what do you want? Pool, no pool, fencing, yard, neighborhood, school 
districts, amenities to the house that you want, what style of house do I want, what colonial, do I want a 
ranch? Everything comes in there. Do I want a big yard, do I want a smaller yard? I get that too, some 
people don't want to take care of big yards. Everything that's on your wishlist and there's nothing that 
you can't not put in there, you want to make sure you have everything in it. I don't care if you [inaudible 
00:31:21] from one floor to the next, I'll try to find it, you might not get it, but we'll see if we can find it. 

Dave: 

Well I think that's really good advice. So we're big believers in lists and thinking that stuff through ahead 
of time when we find whenever you're making a large purchase, if you haven't figured out ahead of 
time, just exactly the characteristics you want, the options that you want, it's really easy to accidentally 
overspend. So I think that's great advice. So Marc, this has been great, you've given us a lot of really 
good information. If somebody is starting to think about this and they want to find you so they can talk 
with you about this, where can they track you down? 

Marc: 

marcreali.howardhanna.com. That's Marc with a C, 

Dave: 

Just spell the whole thing because people may not get reali right either. 

Marc: 

You got an M-A-R-C-R-E-A-L-I@howardhannah. 
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Dave: 

All right, great. Thank you my friend, it's been terrific. Thanks for sharing all this with us. 

Marc: 

Thank you very much. 
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