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Further reproduct

Profiting from Auctions in Residential and

" Commercial Sales

I the thought of a real estate auc-
tion conjures up images of desper-
ately frving to sell a distressed
property, then you've got it all
wrong, according fo full-time real
estate auctioncer, Don Erler, with
RE/MAX Commercial Brokers out of
Louisville, Kent. Erler, an NAR mem-
ber, presented “Profiting from Auc-
tions in Residential and Comimercial
Sales” at the recent NAR Conven-
tion. He, along with many others in
the industry, is convinced that auc-
Lions can provide a viable option in
a REALTOR'S® marketing arsenal.
Accordintg to Eder, “The reason
there’s an NAR Auction Com-
mittee is that NAR believes
the  auction  marketing
process is a complementary
activity to what REALTORS® do
everyday, There are only about
68,500 members of the National Auc-
tioneers Association. We'te not
competing with REALTORS?, but we
can ¢ertainly enhance vour image
and vour pocketbook,” Erler said,

No longer a last resort

Erier says that auctions may have
the wrong connotation for some
people. “If you think auctions are
only for distressed property . .. only
for broken down induastral plants . ..
only for homes that are uninhabit-
able, vou're wrong, We do a lot of
residential work, and we do it {or a
lot of reasons, Auctions are no longer
a last resort, and an auction does

not signal distress. 1t’s a marketing
method with a purpose.”

A tool for buyers as well
as sellers

“If you copsider voursell progres-
sive and a real esfale industry
leader, now is the time 1o learn all
yvou can about the auction market-

. ing afternative as an additional

marketing tool to present to vour
clients and customers. Its going to

. enhance your image and it’s going

to enhance your income. 1t's a tool
for selfers who niced to sell.”

Not only is it a Lool for sellers, but it
is a tool for buyer's too, savs Erler

© “Rather than having to obtain a |
. bridge loan, which a lot of people
- can’t afford, or waiting indefinitely
~ for the property to sell, wouldn't it
~ really be nice il the property would
~ sell on a specified date?” 5

There are several obvious differ-
ences between a negotiated sale and .

an auction. In a negotiated sale, the

price 1s already established, and usu-

ally, the negotiated one is lower than
that established price. The selling
date is unknown and there can be a
nummber of contingencies.
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if you consider yourself progressive and
Lo @ real estate industry leader, now is the

time to learn alf you can about the auction
marketing alternative.

The auction process basically takes
the whaole situation and flips it over.
The date of sale is certain. The seller
determines the termis of the sale.
Bidding sets the price. The buver
feels good because he or she is in
control, and the seller feels good
because each bid is a higher offer. It
is typically a contract with no con-
tingencies and a substantial down
pavment.

A change of focus

According to Erler, REALTORS® help
their clients when they explore (he
possibilities of having an auction.
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“Tt changes the focus from waiting
for an offer Lo stimulating the market
to get all possible offers. The focus
changes from reducing the price to
having ne price at all. 1t also can add
to REALTOR® profits. How much do
vou make on an expired listing?
Nothing. Consider selling at auction
ar co-listing with an auctioneer.”

One of the byproducts of auctions is
the number of leads they produce.
“When 50 people come through the
open house for the auction, how
niany people will end up buying the
property, and how many people are
left over? You can take the leads and
use them to make more money.

SYou'll find that the same people
wlio buy from vou buy at auctions.
You'll find that the people who sell

lilinois REALTOR® Looks To a Bright Future in Auctions

Jeff Canterbury is a REALTOR*/Auctioneer with RE/MAX Drofessionals in
qungf;eld A licensed salesperson for six years, he’s been involved with
real estate auctions for two years. In the Springfield area,
this marketing medium is a relatively new concept for
residential propertics. Canterbury sees it as a growing
frend, however, Canterbury says he had about a dozen
auctions in 1998, and he still lists property—he was #4 in
his company in 1998, In the spring of 1999, his company
will open an “Auction Center” which will allow them to
provide more of a full service to customers,

According to Canterbury, the typical auction properties are foreclosures
and estates, but farm ground and land auctions are the most successful in
his market. “Farmers ar¢ geared toward purchasing ground at auction,” ne
said. Fe’s had anywhere from zero people to 75 people show up for one of
his auctions, but he's seen as many as 200 at others. Although Canterbury
says his market isn’t quite ready for it, he says some of the large auction
houses in the Chicago area make huge productions out of their auctions
with entertainment such as live bands,

“It's a good way to sell. It can be sold and closed in 30 days or less follow-
ing two to three weeks of hard marketing. And it selis ‘as is,"” said Canter-
bury. “Yhis year we had a few seliers test the market with auctions. In some
cases, if the property didn't sell, at Jeast we helped the sellers find the mar-
ket.” We may have showed the seller that a price reduction was needed.

“It’s getling more common for companies to have thelr own auctioneers.
Old tme auctioneers did a lot of farm sales, and we've evolved from that.
[ grew up going to auctions. Now there’s a need for consutniers to have a
professional who understands there’s a choice and who knows the real
estate laws, disclosures and changes.”

If your company doesn’t have its own auctioneer and vou'd like to work
with one, Canterbury recommends interviewing two or three to find the
right fit, just as vou would recommend to a consumer hiring a REALTOR®.
“Cret one whe specializes in real estate and who knows about real cstate
disclosures and lead-based paint, etc. Auctions are a great tool but they
haven’t caught on 100 percent,” said Canterbury.

Auction Licensing Act to be Proposed

In the 1999 Spring Session, AR will pursue legislation, in conjunction with
the Auctioneers Association and the Office of Banks and Real Estate, to cre-
ate an Auction Licensing Act, and to add auction provisions to the Real
Estate License Act. The Auction Licensing Act would require persons who
auction in lllinois to have an auctioneer’s license. The Act would exempt
from the license requirement real estate licensees who auction real estate.
The word “auction” will be added to the section of the Real Estate License
Act defining “broker” to cover real estate auctioneers. A limited real estate
license exemption for auctioneers who have auctioned real estate for an
extended period of time is under consideration.
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Absolute Auction

{dm,t:on '{hout reserve)
erty is sold to the hlghc‘
bldd&‘l reg_ tdless of the price.

*» Since a sale is guaranteed, buyet-
excitement- and participation s,

-'-heightened
‘Generates maximum

Irom the market place.

. \fimy sellers, inciuding financial

institutions and government agen-

cies, have begun to Gseithis method

more fre&;uentlv

Mmimum Bid Auctmn
» Auctioneer will accept bids at or
above a published minimum price.
Minimum price is always stated in
the brochure and advertisements
and is anpounced at the aaction.

- » Reduced 1isk for seller as the sales
price must be above a mumnum
acceptable level. :

- # Buyers-Know they will be dbﬁie to
2 .Zbuy at or above the minimum.
“w'The selfer may, however,

interest in the auction to only those
buyers witling to pay the mininwiin:
bid price, and therefore it must be.
low enough to act as an mdu:.emf_nt

rather thait a hindrance,

Reserve Auc_i:;_on

(au&i’tmn subjet:t to confirmation) |

Ieduc_(.d in ei;fe_(;t_ to an ()ffer not’ ag"gj'
sale: A& minimum bid is pot pub- -
lished, and the seller reserves the

right to accept or reject the highest
bid within a specified time-—any-
where from immediately following
the auction up to 72 heours after the
auction concludes. Seliers. predeter-
mine the price at which: the propet-
ty will be sold and are not-obligated
to confirm a sale other, than at a
price that. is entitely -acceptable to
them. The main disad

©Reserve Auction is that pm%pective
- buyers may not invest the time and |

: e‘xgensc of dug-diligence whent

highest bidder. -
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response’

i§inp-certaingysthey will be able t
buy the propezty even if they are the

at auctions are savvy, sophisticated
investors who know pricing is the
toughest patt of real estate. They're
people who value tlme over a few
motre dollars,” said Erler. “About the
most expensive thing yvou can own
these days is a vacant property.”

Auctions create urgency,

excitement

“Auctions cstablish a deadline to
purchase,” said Erler. “They create
an urgency to do something and
the possibility of a bargain. Buyers
like auctions, because they promote
fair competition, and cveryone is
on the same plaving field.

“When vou only have one possible
buyer, he'll want a steal, but if you
put enough of them there together
they'll create fair market vaiue,

“Auctions create open competition,
An auction is an event. I can create
a market where one doesn’t neces-
sarily exist, It can get people intet-
ested who are not necessarily
looking for property. About halt of
the people who buy from me at auc-
tion are not looking to buy.”

Erier said that one option is for
REALTORS® themselves to purchase
property at auctions. “I don’t know
anybody in the world who under-
stands the value of real estate better
than REALTORS?, and wher yvou see
a hargain that’s a great time to do it.”

Omne of the most ofien asked ques-
tion about auctions is “What kinds
of property sell well at auction?”
Lrler says that all kinds of property
can sell. “There are 1o particular
characteristics of a property that say
it's appropriate, but i may not be
appropriate for some sellers.”

The “2/3 rule”

“What is the right fit? Many recom-
mend the 2Z/3 rule (satisfying two
out of the three characteristics listed
below). That’s ok, except 1 think it
should be a 3/3 rule. All these issues

/1N

need to he there for it 10 be right:
Market, Seller, Property. All Lhrec of
those really need to be appropriate
for the auction to work correctiy, {
tarn down four out of every five
properties 1 lock at for one of the
three reasons that isn't right,”

Market—"think of auctions when
there is a changing market and we
can’t refiably price it or when there is
a dull market. You can also use them
for emerging markets or subdivision
openings or closings. Auctions
interest new people.

Seller-—The selier can be one who
necds immediaie cash, possibly due
to a partnership or marital dissolu-
tion, Other options could be people
who are moving soon or retiring.
People showuld be auction minded
and very open to the idea,

Property—The worst time to set up
an auction is when the listing is
about to expire, but it can still be
done, Properties with substantial
equity sell well as do unique or high
demand properties. Any piece of
vacant property is a good prospect.

Lrfer says that the reason for the
increase in auctions is that the cost
of holding vacant property is so
high. It's becoming very expensive
to hold property i it’s not produc-
tive, consequently, people are 1ook-
ing at auctions as a way to get the
property off their books,

One myth that's out there is that
the seller has to accept the high bid
at auction. Not necessarily, The sell-
er has the right to accept, counter or
reject any bid. Sellers select the type
of auction that best sults their
needs. (See sidebar.)

More information on auctions can
be found through the NAR Auction
committee, National Auctioneers
Association (www.auctioneers.org)j,
or the Auction Marketing Institute
{www.auctionweb.com}.

By Deborah Herr, assistant editor



