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Renovating to sell: avoid over-improving

ot too long ago, upgrading meant investing in higher-end renovations.
However, in this day of declining house values, homeowners are going after
projects that cost less at the outset or garner practical savings — or both — and

hold their value when it comes time to sell.

Pay back for high-end projects has declined over the past years. Generally speaking,
people planning to sell shouldn’t over-improve. They won’t get the money out of it if

they sell in the next two or three years. In
economics it’s called the law of diminishing
returns: The more you put into a project, the less
you get back. And while every home and
community is unique, it’s a sound principle to keep
in mind when it comes to home improvement. It’s
important not to over improve for the area because
buyers compare sales of other homes in the
neighbourhood to determine a property’s fair
value.

According to a National Association of Realtors
survey, in 2005 a major kitchen renovation
generally returned 93% of its cost when the home
was sold. The survey reveals that the same
renovation today would only realize a 70% return.
Bathrooms fare no better. The survey shows that in
2006 a major bathroom overhaul would return 77.4%
of its cost. Today that figure is down to 68.4%.

Smart, economical renovations could be a crucial

AFFORDABILITY AND OPPORTUNITY INCREASE
IN GREATER VANCOUVER REAL ESTATE

Reductions in home sales and prices have helped improve
affordability in Greater Vancouver. There were 874 sales in the
Greater Vancouver area in November, down from 2,883 sales
last November and 1,364 sales in October of this year.

Says Dave Watt, president of the Real Estate Board of Greater
Vancouver, “For those whose personal finances allow them to
get involved, there are opportunities in today’s housing market
that have not been seen in many years.” He adds that the local
real estate market is not immune to the current economic
challenges; however, Canada’s disciplined lending structure has
kept the mortgage landscape steady in these uncertain times.

The benchmark price of a detached home in Greater Vancouver
in November was $666,525, down 8.6% from one year ago (6-
month change: —13.6%); the benchmark price of a townhome
was $426,287, down 6.4% (6-month change: —11.0%), while the
apartment benchmark price was $342,315, down 8.6%
compared to November 2007 (6-month change: -12.2%).

strategy for home sellers. Spending money on low-return projects or those that are out of sync with the neighbourhood is
like tossing cash out of a window. For example, imported granite in the kitchen is lovely, but it might be overkill if a
decent acrylic surface countertop would do just as well. To keep costs down confine the work to cosmetic improvements.
Keep old cabinet boxes and paint or replace only the faces and hardware.

The biggest return on investment is still painting inside and out. This easy and relatively inexpensive upgrade will net an
incredible resale return and make your home look fresh and new. Other minor improvements could be sanding floors,

replacing doorknobs and replacing appliances.

Want to spend even less? Mow and trim the lawn, prune trees and shrubs, replace dead light bulbs, organize closets and
clear clutter. A home that appears well cared for and is inviting will appeal to buyers. Make sure the house is clean and
smells fresh. Limit renovations to necessary repairs and the correction of safety hazards.

Sources: Housing Predictor, Realty Times
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My warmest wishes to you and your
family for a happy holiday season
and all the best in the coming year.

Gord Allan

604.936.0422
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