AUCTIONS
Realtors® work with both buyers and sellers in auction sales.

Real estate professionals provide property referrals and may register, assist and accompany potential buyers to the auction sale.

Listing brokers often assist auction companies by holding open houses, providing inspection reports and photographs, and placing signage. Agents or brokers who assist auction companies may earn a commission when the sale closes, depending on the agreement with the auction firm.

All types of property can be sold at auction. For sellers, auctions mean immediate cash and no long-term carrying costs. For buyers, auctions can save time and money. 

More real estate is sold by auction every year, as both buyers and sellers believe the process is fair and quick. A listing can typically sell within 9-12 minutes.

Residential auctions showed the most significant growth in the auction industry in 2006, with an increase of 12.5 percent over the previous year, generating $16 billion. 

Auctions may also be conducted online.

Online auctions work very much like traditional auctions. They rely on listings and referrals from real estate companies and real estate brokers to accept and verify bidder deposits; write and close the contracts; conduct open houses; and assist with up-front due diligence. Brokers earn a commission for the services they perform.

Successful auctions, whether online or not, require well-informed buyers, strong publicity, an adequate period to view the property, and a full explanation of the sale terms. 

Often, auctions involve properties located in changing or weak market areas. Properties that are unique or difficult to appraise also are good candidates for auction. Sellers pay fees that vary depending on the type and amount of properties sold.

The National Association of Realtors® supports state laws that require those who auction real estate to either hold a real estate license or conduct sales in conjunction with a real estate licensee. 

All 50 states require that real estate transactions be handled by a licensed real estate professional. In addition, 29 states require that auctioneers must meet the licensing requirements for real estate professionals to handle all aspects of a real estate sale. 
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TYPES OF AUCTIONS

Q. What are the different types of Real Estate Auctions available to me?
A. Essentially there are three types of auctions:

ABSOLUTE AUCTION (or auction without reserve)
1. The property is sold to the highest bidder, regardless of the price.
2. Since a sale is guaranteed, buyer excitement and participation are heightened.
3. Generates maximum response from the market place.
4. Many sellers, including financial institutions and government agencies have begun to use this method more frequently.

MINIMUM BID AUCTION
1. The auctioneer will accept bids at or above a published minimum price. This minimum price is always stated in the brochure and advertisements and is announced at the auction.
2. Reduced risk for seller as the sales price must be above a minimum acceptable level. 
3. Buyers know they will be able to buy at or above the minimum.
4. The seller may, however, limit interest in the auction to only those buyers willing to pay the minimum bid price, and therefore it must be low enough to act as an inducement rather than a hindrance.

RESERVE AUCTION ( an auction subject to Confirmation)
In this scenario, the high bid is reduced, in effect to an offer not a sale. A minimum bid is not published, and the seller reserves the right to accept or reject the highest bid within a specified time -- anywhere from immediately following the auction up to 72 hours after the auction concludes. Sellers predetermine the price at which the property will be sold and are not obligated to confirm a sale other than at a price that is entirely acceptable to them. The main disadvantage of a Reserve Auction is that prospective buyers may not invest the time and expense of due diligence when there is no certainty they will be able to buy the property even if they are the highest bidder.

NOTE: For more information on real estate auctions, contact the NATIONAL ASSOCIATION OF REALTORS® Auction Dept. at 312.329.8495 or a REALTOR®-auctioneer.

REAL ESTATE AUCTIONS: THE BASICS & BENEFITS

Looking for information about real estate auctions? Read this entry and search for others! Included in this entry: 
What is a Real Estate Auction?
How will auction benefit me?
Benefits to the Seller, Buyer, and Real Estate Agent/Broker

Q. What is a Real Estate Auction?
A. A real estate auction is an innovative and effective method of selling real estate. It is an intense, accelerated real estate marketing process that involves the public sale of any property -- most certainly including those that are nondistressed -- through open cry, competitive bidding.

Q. How will auction benefit me?
A. The real estate auction is a win-win proposition for everyone involved.

BENEFITS TO THE SELLER:
* Buyers come prepared to buy
* Quick disposal reduces long-term carrying costs, including taxes & maintenance
* Assurance that property will be sold at true market value
* Exposes the property to a large number of pre-qualified prospects
* Accelerates the sale
* Creates competition among buyers - auction price can exceed the price of a negotiated sale
* Requires potential buyers to pre-qualify for financing
* The seller knows exactly when the property will sell
* Eliminates numerous and unscheduled showings
* Takes the seller out of the negotiation process
* Ensures an aggressive marketing program that increases interest and visibility

BENEFITS TO THE BUYER:
* Smart investments are made as properties are usually purchased at fair market value through competitive bidding
* The buyer knows the seller is committed to sell
* In multi-property auctions the buyer sees many offerings in the same place at the same time
* Buyers determine the purchase price
* Auctions eliminate long negotiation periods
* Auctions reduce time to purchase property
* Purchasing and closing dates are known
* Buyers know they are competing fairly and on the same terms as all other buyers
* Buyers receive comprehensive information on property via due diligence packet

BENEFITS TO THE REALTOR®:
* Generates a list of ready, qualified buyers
* Offers clients and customers new selling and purchasing options
* Increases revenue and market share
* Develops your own market niche
* Assurance that property will be sold at true market value
* Property is sold within a relatively short period of time
* Exposes the property to many potential purchasers
* Auctions bring people in to look at all your listings, not just the auction listing
* Successful auctions result in referrals and return business
* Agents can earn commissions as referring agent/broker, cooperating agent/broker, or as the listing agent/broker

Daily Real Estate News  |  November 11, 2006

Auctions No Longer a Last Resort
Imagine getting a listing and, with a little bit of legwork, having it under contract within nine to 12 minutes. That’s typically how long it takes to sell a property at auction. A panel of auction experts told attendees of the Auction Forum on Friday that successfully incorporating auction services into their real estate service offerings can give them a competitive advantage with clients — and get their listings sold.


By the end of this year, residential and commercial real estate sold at auctions is expected to reach $260 billion, according to Bill Sheridan, president of the National Auctioneers Association. These days, auctions are another marketing option — “not a last resort,” Sheridan said.

“The biggest misconception is that auction companies are our competition,” said Tracey Clay, a sales associate with Clay & Co. in Destin, Fla. That's simply not true, she said. Auctions give practitioners an edge over competitors and puts an alternative sales technique on the table for her sellers.

But auctions should be used with the right property and the right sellers, cautioned Clay. Auctions work well on unique properties or very high-end properties, she said. 

If sellers need to sell quickly and close in 30 days due to financial problems or a move, then auctions may be a viable option to sell their property.

Panelists said that in a real estate auction, sellers typically pay for the marketing costs of advertising the property but they don’t pay the listing agent’s commission, which is generally paid by the auction company.

“Times have changed,” Clay said. “This is not 2004. In 2004, I wanted more listings. Now, I have too many listings and not enough buyers. Auctions can get your listings sold and make your clients happy.”
