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Preface


I probably shouldn’t start by confessing my addiction to property auctions . . . . but I will! And I hope you too will soon experience the joy of buying property at auction.


Property auctions are magical.


They are addictive.


They are compelling.


They are the most wonderful way to buy property.


Auctions offer a whole new property adventure – and it is a journey which is fast-paced, action-packed, fun – and, if you do your sums right, incredibly lucrative.


I have been buying property at auction for ten years – and I love it. In that time I have bought countless properties at auction in every shape and size: from tiny studio flats to commercial premises to wrecks and even a chapel. Along the way I have made money, made mistakes – and I learned from them all.


And now is the time for me to share my experiences. While property auctions are my first love, my second love is talking about property auctions: which is why I wrote this guide. Buying property at auction is awesome – however, you do need to know a few ground rules and understand the process before you leap in.


How to Buy Property at Auction will guide you through the essential steps you need to successfully bid and win property at auction. I’ve packed the guide full of key tips, insights, checklists, case studies and pitfalls to watch out for. And I’ve tried to write it in an easy-to-read style so that you don’t get bamboozled.


So I’m hoping you’re ready for your property auction adventure . . . and I will see you in the auction rooms very soon.
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CHAPTER 1


The Not So Secret World of Property Auctions


‘I used to think property auctions were for “other” people and not for the likes of me . . . then I went to an auction and there were so many normal people . . . just like every day Joes . . . there were lots of people like me!’


(Ken, auction property buyer)


You’d never guess, but every day, properties are being sold under the hammer. All across the country thousands and thousands of properties are bought and sold at auction. It’s a multi-billion pound business. From stately homes to war bunkers, repossessions to roads, everywhere you look properties are being snapped up by savvy investors, developers and people just like you.


It’s just a case of knowing where to look.


To the uninitiated, the world of property auctions can seem a different world. A crazy world where any sort of property, anywhere, can be bought and sold. It’s true. And that is what makes property auctions so amazing.


You don’t have to be crazy to buy at auction, but you do need to be ready to start a new property adventure. You need to be prepared for cut-price bargains. You need to be equipped with a new set of rules. You need to be organised, open-minded and ready for anything; to act fast and think quick. You need to have courage, confidence and some cash and be prepared to enter a whole new world of buying property – and making money.


So if you’re ready for your new property adventure, let’s get started.



A very British love affair


‘An Englishman’s home is his castle.’


(Proverb)


In the UK we love our homes. We are passionate about property: from owning our own home to buying houses for other people to make their homes in. We are driven by some kind of primordial force which makes us love, lust and lose all control when it comes to property. Don’t ever get between a Brit and their building – war will erupt.


Property investment is big business: there are an estimated 1.4 million private landlords in the UK and the figure is growing all the time. Buy-to-let is huge, and it’s because people love property; people need property. People need somewhere to live, somewhere to love and somewhere to call home. And if you invest in an asset class that is so basic, so essential and so cherished, it’s not hard to understand why wanting to invest in property is a national obsession.


Property is real. Property can be touched. It gives power to the people. Stocks and shares, gilts and bonds exist in a fairy-tale land – bits of paper and electronic data which are controlled and sold by rich bankers ensconced in their swanky offices. Property can be visited and valued, improved and extended, rented and sold. Property can be passed on, made personal, impersonal, knocked down and rebuilt. Property can be made to be all things to all people, or some things to some people, but in short: property is about people.


And that is why we love it.



The property auction adventure


Now, just imagine being able to buy property quicker, easier and maybe even cheaper. . . .


You’d be there.


You’d be there in a shot.


If only you knew where to go . . . which is why you have bought this guide!


You too want to join the ranks of successful property auction buyers. You too want the excitement, thrill and experience of bidding to buy at auction. You too want the chance to bag a bargain, to modernise the unmodernised, to love the unloved and to make a bit of money along the way.


You too want to start a whole new property adventure.


And you are welcome to join us.



How to use this guide


Property auctions offer fantastic opportunities for you to make a whole heap of cash, but can also lose you a bucket-load. Buying property at auction can be a sure-fire route to success – but only if prudence, due diligence and vision are made the masters. It may sound complicated, but there are simple steps to auction success – follow them and you too will be regaling the legendary tales of buying property at auction.


In this guide we will look at:


• Why people buy property at auction.


• What happens behind the scenes of an auction house.


• How to find and view auction property and turn ‘detective’.


• How to prepare for auction success including organising surveys, legal advice and finance.


• How to research the property market, cost the works and calculate the bid price.


• What to expect on auction day and how to bid.


• What to do once you’ve won your lot . . . and how to cope if you get outbid.


• Real auction room stories of profit and loss to inspire and caution.


• Simple steps and top tips to auction success.


Throughout the journey I have included real case studies, insights, anecdotes and tips to bring the adventure to life. At the end of each chapter there is a summary of the key learnings and additional insights, tips and watch points.


Anybody can buy property at auction – whether you’re a first-time buyer, looking for a new challenge after redundancy, or just wanting to make some extra money – and soon it could be you.


Be excited. Be brave. But be cautious, too.




CASE STUDY: A FIRST-TIME AUCTION BUYER


‘My boyfriend and I had been looking to buy our first house for some time. We had managed to raise the deposit and then the financial crisis hit; it was really hard trying to get a mortgage. Luckily, we both had secure jobs and were not looking to borrow too much, so we managed to find a bank that would still lend to us. The only problem we did have was the prices of the properties we wanted to buy were still too high and no vendors seemed willing to negotiate. Then one day we saw a property online. We hadn’t realised it was an auction property and didn’t really know what that meant so we went along to the viewing anyway. It needed a lot of work, but we thought it had potential. We spoke to our bank and found a solicitor who checked everything for us before the auction. The whole experience was really nail-biting – although very exciting as well! We were so happy when we managed to buy our house at just less than our final bid price. We did have to do everything very quick and that was pretty stressful at times . . . We reckon we saved at least 20 per cent buying at auction rather than through an estate agent, which meant we had more money to improve the property and really make it ours.’ (Brian, first-time auction buyer)







CASE STUDY: STARTING YOUR OWN BUSINESS


‘I had been working at the local café for about five years when the owner had to sell due to ill health. I didn’t have the funds available to buy the business and wasn’t sure what I was going to do next. There were not many jobs available and I found it difficult to get excited about my options. I had always thought about running my own café and making my own cakes, but I didn’t think I had the money to make a go of it. Then one day, my husband and I were out shopping in a neighbouring town and I saw a building which I thought would make an ideal café. I phoned up the agents and found out it was going to auction the next month. We went and viewed and we fell in love. It would be perfect for me as my own little café! That night my husband and I drew up all the business plans and calculated how we could make it work. We spoke to a mortgage broker about releasing equity from our own house to buy the building. We had a tight budget and a strict limit, but we knew we were making the right decision to start our own business. I was so nervous on auction day – my hand was shaking as I bid on the property. I couldn’t believe it when we won it. The café has been hard work, but we look set to make a profit and I am so pleased to now have my own business and my own place after buying at auction.’ (Helen, small business owner)






Secret language of property auctions


Everywhere in the world there is jargon to be understood and the world of property auctions is no different. I have tried to use plain English wherever possible, but sometimes I need to use jargon just because that is the only available term.


Here is a list of the key terms which you should familiarise yourself with so that you can get the most out of this guide:


• Lot: this means the property (or land, etc.) which is being sold. The term ‘lot’ refers to the lot number in the catalogue. Very often, when you are talking with the auctioneers, they may not know the property address, but instead will know the lot number. You can think of it rather like the catalogue number which you would use in Argos when you want to order an item.


• Guide price: this is exactly as it says – it is a guide price to give people an idea of what they might expect to pay for a property. It is not a minimum nor a maximum, it is purely a guide. Guide prices can be set quite low to attract early interest in a property. However, guide prices are usually set within 5–10 per cent of the reserve price.


• Reserve price: this is the lowest price that the seller is willing to accept for the property. Sometimes vendors are willing to disclose the reserve prior to auction and the auction catalogue entry will state ‘Disclosed reserve £X’; however, usually vendors do not disclose the reserve until after auction and if the property did not sell. Occasionally, properties are sold with no reserve.


• Stock: this refers to the properties that are for sale in an auction catalogue. Think of the ‘stock’ of an auction house as being similar to the stock a supermarket might carry. Stock is the available property an auction house has listed for sale. Auction houses tend to specialise and become known for their stock – for instance, one auction house may be known for selling residential lots in London whereas another may be known for selling commercial properties in Wales.


• Bid: this means you are making a proposal to purchase the property. A bid is an official offer and can be both verbal and non-verbal (such as raising your hand in the auction room). Once a bid is made and accepted it becomes legal and binding.





CHAPTER 2


Why Buy a Property at Auction?


‘Property auctions are addictive, you never know what you are going to find. I turn up and regularly buy properties which I never intended buying!’


(David, regular auction buyer)


Many people are attracted to the idea of buying property at auction. They are turned on by the cut and thrust of the auction room, plus the chance to bag a bargain. Buying a property at auction has increasingly become a popular way to buy property.


Unlike properties sold with an estate agent, auction properties hold a mystical quality that casts a dreamlike spell on potential buyers. And it must be magic – because nowhere else do you find perfectly sane, logical people willing to part with hundreds of thousands of pounds for properties they have never even seen. Buying ‘blind’ is a regular occurrence at property auctions, but this is not a recommended practice.


The truth is, buying a property at auction is an exhilarating experience from start to finish – not least because of the chance of finding undiscovered treasure or a unique opportunity that nobody else has seen. Whether or not black magic is at work in the auction room is a moot point, but, without a doubt, buying a property at auction is an experience you will never forget – and hopefully, as for most successful auction buyers, one that you will want to repeat time and time again.


In this chapter, we will look at the main reasons why people buy property at auction:


• Variety


• Price


• Speed


• Certainty


• Transparency


From reading this chapter you will gain an understanding of the reasons why people buy property at auction.



Property auctions offer variety


People frequently wonder what sort of properties are on offer at auction – in a nutshell it’s anything and everything!


Auctions offer an enormous variety of properties for sale: from repossessed houses to building plots, business premises to castles and everything in between. Auctions offer a massive selection of properties for sale which you won’t often find in an estate agent’s window.


The following types of property will usually be found in a property auction catalogue:


• Repossessed property, unmodernised property, probate sales


• Former sewerage works, water pumping stations, old railway land, war bunkers


• Car parks, MOT centres, garages, petrol stations and roads


• Stately homes, manors, halls, castles and moats


• Sea forts, beaches, marinas, piers and beach huts


• Chapels, churches and graveyards


• Forests, lakes, fisheries and disused quarries


• Industrial buildings: potteries, warehouses, factories, offices, advertising hoardings


• Former council buildings: surgeries, libraries, police stations, job centres, public toilets


• Leisure buildings: swimming pools, bingo halls, theatres, hotels and guest houses


• Land of all shapes and sizes (with and without planning permission)


• Supermarkets, banks, shops, cafés, pubs and restaurants


• Investment property: property which is already rented to a tenant


• Job lots of property: from blocks of flats to actual streets of houses.
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Examples of the variety of property available at auction.


The incredible choice of properties available makes the auction house a very attractive place to buy. In fact, it is the sheer variety of properties and opportunities available at auction that attracts many buyers to the sale room in search of something ‘a bit different’.


Oddly enough, what is termed an ‘unusual’ property for an estate agent is most likely to be ‘usual’ property in the auction room. For example, repossessed properties and houses requiring modernisation are scarce finds with an estate agent and are often sought-after opportunities which can provoke bidding wars; however, in an auction these same types of properties are ten a penny! At an auction it would be unusual to find a property that didn’t need work or wasn’t repossessed.


Moreover, when was the last time you saw an estate agent selling an electricity sub-station as an investment opportunity, or maybe a car park . . . or even a Tesco supermarket? Property auctions offer a massive variety of different opportunities to suit every pocket and every person. And the extensive choice available means the world literally is your oyster in terms of what sort of property you want to buy . . . and even what sort of lifestyle you want to lead.


How about this property for something ‘a bit different’?




CASE STUDY: CASTLE COVE BEACH – A NEW LIFESTYLE OPPORTUNITY?
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Castle Cove. (Source: Symonds & Sampson Auctioneers, 2011)


A sandy beach overlooking Portland’s 2012 Olympic Harbour with lifestyle business opportunity.


An exciting opportunity to acquire a sandy beach with stunning panoramic views over Portland Harbour, which will host the 2012 Olympic sailing events. The current owners run a successful licensed refreshment business from the kiosk on site, which has planning permission until November 2015 and is currently connected to mains water and electric. There is also a timber-clad store with space for an eco-toilet (not fitted) which has been granted planning permission until 31 May 2012 along with planning permission for the erection of 8 beach chalets/changing cubicles. The beach forms part of the World Heritage Jurassic Coastline. Castle Cove Sailing Club is within a short walk, as is Sandsfoot Castle. The town centre, along with the picturesque inner harbour, is situated within 1.5 miles.


(Symonds & Sampson Auctioneers, 2011)







TIP


Auctions are well known for the variety of properties they sell, but you can also find more typical homes being sold.
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Catalogue entry showing a cheap auction lot.
(Source: Network Auctions, 2013)



Buying a Bargain at Auction


Everybody loves the chance to pick up a bargain – and buying a bargain property has got to be the British dream. Media reports of cheap auction buys have fuelled the excitement of the potential savings to be had (plus the money to be made) from buying property at auction. If you do your homework right, there are plenty of property bargains to be bought.


Properties sold at auction are regularly offered much more cheaply than you would find with an estate agent. How much cheaper often depends on the location, works required and the circumstances of the sale. Typically, auction sale prices will be around 15–35 per cent cheaper than the equivalent price with an estate agent. But what really excites the auction-buying crowd is the possibility of buying the property for even less . . . and it is the ‘come-and-buy-me’ guide price which will tempt many people into the auction room for the chance of a really extreme bargain – a property at up to 60 per cent less than the open market value.


Of course, these sorts of extreme property bargains are scarce – but they do happen and they happen often enough to be the stuff of auction house legend. They are the property ‘pots of gold’ that everybody dreams they will chance upon – the overlooked lot, the diamond in the rough that nobody else but you saw the potential in. And it is this thrill of discovering a potential gold mine of a property that really motivates most auction buyers. The joy of unearthing a bargain from a building is an incredible feeling – and one which could potentially put thousands of pounds in your pocket.




TIP


Do not assume auction property is always cheap, or cheaper than estate agents, just because it is being sold at auction.





[image: Image]


[image: Image]





CASE STUDY: THE (UN)WANTED BLACKPOOL HOTEL


It was close to the end of a long auction day. Mr Singh had travelled over 200 miles to attend the property auction in London but had been outbid on the lot that he had come for. The auction room was now almost empty with just a few stragglers hanging around, leafing through the auction catalogue to see what else would be sold.


The auctioneer called out the next lot – a hotel in Blackpool. Nobody in the room paid any attention. The auctioneer continued trying to drum up interest in the lot by lowering the opening price – he’d started at £100,000 and had now reduced the initial asking bid to just £65,000. Mr Singh looked at the details in the auction catalogue and saw it was a sizeable property – he had never seen the property before, nor had he even been to Blackpool – but £65,000 sounded a good deal. He put his hand in the air and bid. The auctioneer accepted his bid and called for more potential people to try to increase the price. But nobody stirred. Nobody was interested.


Mr Singh bought the hotel in Blackpool for £65,000 on his maiden bid. He was rather surprised that he had bought the property on just one bid – and instantly regretted his foolhardy actions at auction. However, his bid had been accepted, the gavel had come down, and now he had bought a hotel in Blackpool.


Mr Singh started doing research on his new purchase and the area and soon felt even more unsettled by the purchase he had made – he felt he had made a mistake and bought ‘a dog’ (a bad property deal).


He was very surprised when just forty-eight hours after the auction sale he received a call from the auction house who had been contacted by an interested party who wanted to buy the hotel in Blackpool from him. In fact, they were so keen to buy the property that Mr Singh could sell on the property immediately to the next party without his even needing to complete on the purchase. The interested party would actually take over the sale and Mr Singh would benefit from the sale price they were willing to pay him for the hotel.


The price they were willing to pay for this supposed ‘dog’ of a deal? £250,000!


Needless to say Mr Singh accepted on the spot and within twenty-eight days the money was in his bank account – all £185,000 profit – and he hadn’t even needed to go to Blackpool!






Auction properties offer you a ‘speedy deal’


‘Twenty-eight Days Later’ may be the title of a British horror movie – but it’s also the name of the game when it comes to completing a sale at auction!


Buying a property at auction is much quicker than the usual route of buying with an estate agent. With an estate agent, the process of buying a property typically takes twelve to sixteen weeks from the date of offer acceptance through to actual sale completion. When buying a property at auction, the process typically takes twenty-eight days from the date of auction (the day you have your offer accepted and the sale exchanges) through to the actual sale completion.


Auction properties are bought and sold according to strict time deadlines set out in the legal contract. Unlike buying with an estate agent where everybody works to a target date, in the property auction world the completion deadline is time-critical and legally binding. Most auction contracts will stipulate a sales completion date of twenty-eight days later – which means you will become the new owner of the property twenty-eight days after the auction!


There are also some instances where you will become the new owner even more quickly – for example, if the property has been repossessed, it is quite common for the lender to request a sales completion date just fourteen days later.


Buying property at auction gives you the ability to speed up the process and within days become the new owner – but it also means you need to be prepared. The preparation process prior to auction will be covered in detail later in the book.




CASE STUDY: TIME WAS RUNNING OUT!


‘The lease was coming to an end on the office which we had been renting for three years. We liked the building, but knew the landlord was going to increase the rent considerably due to improvements we had made. We were keen to take advantage of the discounted commercial properties which were being sold at auction – but we had to be quick – the lease was running out on our current premises and we needed to move the business quickly. Buying our new office building at auction allowed us to become the new owners within just days of attending the auction which was great news for us – and saved us a fortune!’ (Paul, business owner)







TIP


Auction property sales complete faster than private treaty sales. However, preparation and planning can make this possible within the timeframe.






Buying property at auction is a ‘done deal’


 


‘The beauty of buying and selling at auction is actually the knowledge you have bought or sold the property. There’s no messing about!’


(Andrew Binstock, Auction House London)


‘Going once . . . Going twice . . . Going for the third and final time’ . . . BANG! The gavel falls . . . and with that simple action you have bought a property!


What most people are unaware of is that at auction the actual moment of contract (when you have committed to purchase the property) is the moment at which the auctioneer bangs down his gavel. The signing of the contract after this moment records the ‘memorandum of the contract’ – and the price which you have agreed to buy at. But the actual contract is the falling of the hammer on the highest bid.


It is this unique feature of auction law that has spawned a multitude of stories and urban myths around ‘scratching your nose and buying a house’! Of course, while it is very easy to bid and buy a property at auction, it has to be said that the auctioneer is well trained and very adept at understanding the difference between a scratch and a bid!


The critical feature to remember when buying a property at auction is that, unlike with an estate agent, once your offer has been accepted the ‘deal is done’. There is no scope for gazumping, gazundering or any other gaz-itis: once you’ve bid and won the property at auction – it’s yours!


This certainty of sale is hugely attractive to people who want to know that the house they are buying is the house they are buying. All too often, when buying property with an estate agent, the whole process feels very fragile. Until the day of exchange people are on tenterhooks with regards to the chain above and below. They feel anxious about being asked for more money for the property they are buying, or being offered less for the property they are selling – and even (as happens rather too often) sellers deciding they no longer want to sell and withdrawing their property from the market.
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