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For many everyday products we regularly buy, the 

price we see is the price we pay. It is implicitly 

accepted by the buyer and seller that there is no 

opportunity to negotiate the price. After all, when 

did you last try to haggle down your petrol bill at a 

filling station or negotiate the price of a newspaper 

at your local newsagents?  

 

By contrast, with certain products it is accepted by 

both buyer and seller that some degree of 

negotiation will likely take place before finally 

arriving at a mutually agreed purchase price.  

 

Examples of such purchases might include buying a 

car, buying replacement double glazed windows for 

your home or buying an item at a car boot sale. 

However, whenever making such a purchase it is all 

too easy to become unwittingly caught out by the 

“anchoring and adjustment” effect created by the 

seller’s original opening price.  

 

The effect is most relevant in instances where the 

finally agreed purchase price is reached after a 

period of negotiation. As such, it can occur in the 

valuation and purchase of residential property.  

 

In such a purchase the prospective buyer of a 

property may unwittingly become overly influenced 

(anchored) by the seller’s initial marketing price 

when deciding what price to offer the seller (their 

adjusted price). If the buyer subsequently purchases 

the property for less than the seller’s original 

marketing price then the buyer thinks they have 

negotiated a good deal. But have they? 

 

 

 

 

 
 

 

Instead of allowing themselves to fall into the trap of 

being anchored by the seller’s marketing price, the 

potential buyer should undertake their own market 

research prior to making an offer on the property. 

The research should involve investigating the local 

property market, not only for evidence of current 

marketing prices of comparable properties but also 

for examples of recent actual sold prices of 

comparable properties. 

 

This research will enable the buyer to develop a 

more accurate assessment of how fair and realistic  
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the seller’s marketing price really is. Armed with this 

knowledge the buyer can then negotiate a purchase 

price without being unduly influenced by the seller’s 

marketing price, decreasing the likelihood of them 

paying too much for the property.   

 

An experiment into the presence of the 

Anchoring-and-Adjustment effect when 

valuing residential property  

 

Various studies have been conducted in the United 

States over the years to examine the anchoring and 

adjustment effect within the residential property 

market. It is worth briefly considering one such 

experiment undertaken in the 1980s by the 

University of Arizona. 

 

 

 

In this experiment the researchers wanted to 

examine two hypotheses: 

 

1. The Marketing Price of a property will bias 

(Anchor) an individual’s own assessment of 

that property’s fair market value and any  

 

 

 

subsequent value estimates (Adjustments) 

they happen to make thereafter. 

 

2. The biasing influence of the Marketing Price 

on an individual’s own assessment of the 

property’s fair market value will decrease as 

the Marketing Price becomes a less realistic 

estimate of the property’s fair market value. 

 

The experiment included 54 Business School 

undergraduates at the University of Arizona who had 

been living in Tucson, Arizona for an average of 5.9 

years.  

 

Each participant in the experiment had to visit the 

same property in Tucson that was currently up for 

sale at $134,900. This Marketing Price was not 

disclosed to the participants and remained a closely 

guarded secret throughout the experiment.  

 

Each participant was given a 10-page Information 

Pack which included: 

 

• standard sales particulars for the property 

including the Marketing Price 

• information, including marketing price, square 

footage and property characteristics about 

other properties in the same neighbourhood 

divided into four groups: properties currently 

for sale; properties recently sold; properties that 

had sold but whose sales had not yet 

completed; and properties which had previously 

been marketed for sale but not sold and had 

been withdrawn from the market 

• A summary list of residential property sales for 

both the entire city of Tucson and the 

immediate neighbourhood for the last six 

months.  

 

The four Information Packs (A – D) provided to the 

participants were identical except for the current 

Marketing Price, stated as:   
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Pack A: Marketing Price $119,900 (approximately 

11% under real marketing price of $134,900). 

Pack B: Marketing Price $129,900 (approximately  

4% under real marketing price of $134,900). 

Pack C: Marketing Price $139,900 (approximately  

4% over real marketing price of $134,900). 

Pack D: Marketing Price $149,900 (approximately 

11% over real marketing price of £134,900). 

 

The participants were taken to the property in 

groups according to which Pack (A – D) they had 

been given. They were not permitted to hold 

discussions among themselves about the property  

or any information relating to it. The undergraduates 

were instructed to study their information pack, 

inspect the property, complete a questionnaire and 

 

 

provide four different valuation measures for the 

property: 

 

Accurate market value: – an accurate fair market 

value for the property. 

Marketing price – a price at which to market the 

property for sale. 

Reasonable price – a fair and reasonable price to 

pay for the property. 

Lowest price – the lowest acceptable price if they 

were the seller.  

 

Results of the experiment 

 

The results are summarised in the following table. 

The figures provided are based upon the mean of 

the values received from each group of participants.

Table: Undergraduate’s Mean Valuations 

 
Given to 

participants - 

Advised  

marketing price  

Participants opinion of  

Accurate market 

value 

Participants opinion of  

Marketing Price 

Participants opinion of  

Reasonable Price to 

Pay  

Participants opinion of 

Lowest Price they 

would Accept as 

Seller 

 

Pack A:  $119,900 $116,833 $119,866 $107,916 $108,666 

 

Pack B:  $129,900 $122,220 $134,571 $120,457 $118,027 

 

Pack C:  $139,900 $125,536 $133,285 $123,785 $121,785 

 

Pack D:  $149,900 $144,454 $153,714 $138,885 $137,564 

 

 

 

Conclusions from the experiment  

 

By looking at the above table you can see that of the 

four different valuation measures participants were 

asked to provide they were clearly very influenced by  

the initial Marketing Price they had been provided  

with in their information pack. This verified the  

 

 

 
 

researcher’s first hypothesis that the Marketing Price 

will bias (anchor) an individual’s own assessment of 

fair market value and any future value estimates 

(adjustments) they subsequently make. The 

researcher’s second hypothesis was that the biasing 

effect of the Marketing Price on an individual’s own 

opinion of fair market value would diminish as the  
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Marketing Price they are given moved further away 

from the fair market value. Remarkably, the results 

did not support this hypothesis. 

 

In the table on the previous page the Marketing Price 

given to participants was furthest from the fair 

market value for information packs A and D. But you 

can see that for the undergraduate participants who 

were given these packs there was no noticeable 

reduction in the bias effect. They all remained 

anchored around the Marketing Price supplied.  

 

 
 

How does e.surv avoid the Anchoring-

and-Adjustment effect? 

 

As one of the UK’s largest distributor of residential 

survey and valuation services we are acutely aware 

of the anchoring-and-adjustment effect. For this 

reason our Valuation Policy regarding the 

compilation of comparable evidence states: “Do not 

search for comparables on the basis of price range; 

this risks being over-influenced by the instructed 

price / estimated value, and these factors should not 

sway the valuation”. 

 

For every valuation our surveyors provide our 

Valuation Policy requires them to produce a 

Comparables Report detailing a minimum of three  

 

 

carefully selected comparables that support their 

valuation. Each comparable should be similar to the 

subject property over a range of criteria including 

style, detachment, origin, age, size, condition and 

tenure, and only properties that have sold can be 

selected as comparables. The Policy also requires 

surveyors to provide a rationale commentary to 

further justify each selected comparable.      

 

In addition to the Comparables Report our surveyors 

also undertake pre-inspection checks to gather 

important information about the property which 

may have a bearing on value. These include: 

 

• verbal enquiries with the selling agent or letting 

agent 

• consultation of online portals such as 

Rightmove to check the property’s “digital 

footprint” which will give information on any 

previous sales of the property (date of sale and  

amount sold for) and previous marketing and 

valuations history 

• confirmation of the tenure. In the case of a 

leasehold property the number of years of the 

lease remaining unexpired and details 

concerning the ground rent and service charge. 

 

Furthermore, each of our surveyors covers a 

relatively small geographic area. This is vital because 

it enables each surveyor to develop an in-depth 

knowledge and understanding of their “patch”. This 

means the surveyor will be aware of local issues that 

may affect value such as school catchment areas, 

local planning issues (for example, HS2), flooding 

concerns, quality of neighbourhoods, former landfill 

sites or known issues concerning a block of flats or a 

new development. 

 

Sometimes upon completion of the pre-inspection 

checks, the physical inspection and the comparable 

analysis process, our surveyors cannot support the  

instructed price or estimated value that 

accompanied the valuation instruction and they 

return a different valuation figure instead. We  
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appreciate this can occasionally prove problematic 

for homeowners, vendors, buyers and our lender 

clients. However, our systematic approach and 

analysis of available market data by surveyors who 

are very knowledgeable of their particular locations 

greatly helps in arriving at an accurate and reliable 

valuation. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Feedback 
 

This paper was produced by the Risk & Governance department of e.surv Chartered Surveyors. We 

aim to address the issues that matter to our corporate clients and therefore invite your feedback on 

this paper.  

In addition, we are keen to hear about any other subject areas that are of interest to you so that we 

may consider covering these in future.  

Please send your feedback to David Ward at david.ward@esurv.co.uk or ring 01536 535527.  
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