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Sometimes buyers are not allowed to inspect the house before making an offer. The problem with buying a 
house sight unseen is that it’s not possible to estimate how much it will cost to improve the structure or bring it 
up to acceptable standards. In addition you have no idea as to whether or not the occupant may retaliate and 
destroy the interior.  If that occurs, you may need to evict the tenant or owner from the premises after receiving 
title, and eviction processes can be quite costly. 

Additional drawbacks could be liens recorded against the property that will become a problem after the 
title transfer. Some investors opt to pay for a title search in advance to avoid this issue. Those who show up to 
bid on the courthouse steps are generally professionals and they buy foreclosures at auction as a business. They 
hope to buy the foreclosure at a very low price in the hopes of making a nice profit when they later flip the 
home.  The other downside to purchasing a home at an auction is that you usually have to pay cash.  Even 
though it is not necessary to hire a real estate agent in order to buy a foreclosure at the auction, it is necessary to 
know what you are doing. 

Buying a foreclosure from a bank is a little different because most banks do not sell homes directly to the 
home buyer or investor. Banks that sell homes individually rather than in bulk, generally list the homes 
through a real estate agent. REO (real estate owned) agents specialize in foreclosure listings.  It is generally 
more common to buy a foreclosure directly from the bank in a bulk sale purchase. In bulk sales, the bank will 
package a bunch of properties into one transaction and sell them all at once to one entity. That is the best way to 
buy a foreclosure, if possible, because the discounts are typically the best. 

If the idea is to purchase a foreclosed home with the intention of living there, buyers will usually have 
first crack at it before investors. Government agencies that sell foreclosed homes allow an introductory offer 
period during which only owner-occupants may make offers.  The good news is that when you do find a 
foreclosed home being sold through a government agency, you will not need to meet specific income or other 
guidelines unless you plan on applying for mortgage financing.  However, you will need to submit your bid 
through a licensed government broker in order to have your offer considered.  The benefit is that someone who 
knows how the process works will handle all the paperwork and help it go more smoothly. 

Finally, depending on the home, you may or may not be eligible for traditional mortgage 
programs.  Many foreclosures do not meet lenders’ minimum property standards which means you may need 
to seek alternative financing or even pay cash.  If purchasing a foreclosed home from a government agency, you 
may be eligible for a specialty mortgage program that makes allowances for property condition and sometimes 
even allows latitude for improvement funds. 

 


