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at their current location. They also may

mandate no-contingency contracts in

which earnest money goes hard — or be-
comes nonrefundable — immediately.

Buyers do control one important aspect
of the sale — the price. For this reason,
auctions should be advertised and mar-
keted well.

There are three basic types of real es-
tate auctions:

1. Without reserve and no minimum bid,
commonly known as an absolute auc-
tion. These are frequently used when
sellers wish to send a clear message
that they mean to sell the asset.

2. Without reserve subject to a stated
minimum bid. Using this strategy re-
quires some careful analysis and
knowledge of buyer psychology. The
minimum bid should clearly demon-
strate the opportunity for excellent
deals. Minimum bids should be at a
level at which sellers would prefer

not to sell the asset and at which se-
rious bidders perceive substantial
value and would bid up to and beyond
that value in a competitive bidding
environment.

3. Auction with reserve. With this pro-
gram, the property sale is subject to
the seller accepting or rejecting the
highest bid. This form of offering isn’t
strong.

Foreclosure auctions, meanwhile, gen-
erally don’t fall into any of these catego-
ries and often occur informally and with
little publicity on courthouse steps.

Understanding the opportunities that real
estate auctions offer — and some of their
ins and outs — can deliver mortgage bro-
kers an outlet to increased business. It
also can lead to important insights about
property value in markets saturated with
vacant and distressed homes. o
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