
Auction Finance: 
The Complete 
Guide
A practical guide for investors, landlords and 
developers buying at auction

Introduction
Welcome to the complete guide to auction finance, designed to equip investors, landlords, and 
developers with the knowledge needed to navigate the fast-paced world of property auctions. 
Auctions can be a goldmine of opportunity, offering properties at below-market value, but success 
hinges on being prepared and understanding the nuances of auction finance.

This guide covers everything from pre-auction due diligence to securing the right financing and 
successfully completing your purchase. Whether you're a seasoned property professional or new to 
the auction scene, this guide will provide you with practical insights and strategies to maximize your 
success.

Understanding Property Auctions
The Appeal of Auctions

Property auctions offer a unique way to acquire real estate. They can provide opportunities to 
purchase properties quickly, often at prices below traditional market values. This is because 
properties are typically sold 'as seen,' and buyers must be prepared to complete the purchase within 
a short timeframe.

Types of Auctions

Traditional Auctions: Bidders compete in real-time, with the highest bidder winning the property.
Modern Method of Auction (MMoA): Combines elements of traditional auctions and private 
treaty sales. A non-refundable reservation fee is paid by the buyer, and there's a longer exchange 
period (typically 28 days to exchange and 56 days to complete).
Online Auctions: Conducted online, allowing bidders to participate remotely. These can be time-
limited or have extended bidding periods.

Key Terminology

Reserve Price: The minimum price the seller will accept.
Guide Price: An estimated price used for marketing, often lower than the reserve price.



Legal Pack: Contains essential property information, including title deeds, searches, and special 
conditions of sale.
Completion Date: The date by which the purchase must be finalized.

Preparing for the Auction
Due Diligence: Your Homework

Thorough due diligence is paramount before bidding on any property. This involves:

Reviewing the Legal Pack: Scrutinize all documents for potential issues, such as restrictive 
covenants, easements, or boundary disputes.
Conducting a Survey: A professional survey will identify structural problems, damp, or other 
defects that could affect the property's value.
Inspecting the Property: Visit the property to assess its condition and potential for renovation or 
development.
Estimating Renovation Costs: Obtain quotes from contractors for any necessary repairs or 
improvements.
Researching the Market: Analyze comparable sales in the area to determine the property's 
market value.

Securing Finance in Advance

Having pre-approved finance in place is crucial. Auction finance is a specialized form of short-term 
lending designed for quick property purchases. It allows you to bid with confidence, knowing you can 
complete the transaction within the auction's strict deadlines.

Understanding Auction Finance
What is Auction Finance?

Auction finance is a type of short-term loan, typically a bridging loan, used to purchase properties at 
auction. It's designed for speed and flexibility, providing funds quickly to meet the auction's completion 
deadlines.

Key Features of Auction Finance

Speed: Funds can be available within days, or even hours, of winning the auction.
Flexibility: Auction finance can be used for various property types, including residential, 
commercial, and land.
Short-Term: Loans typically range from one month to 18 months, allowing time to refinance or 
sell the property.

Types of Auction Finance

Bridging Loans: Secured loans used to 'bridge' the gap between buying a property and 
securing long-term financing or selling the asset.



Development Finance: Used to fund renovation or construction projects on properties 
purchased at auction.

Benefits of Using Auction Finance

Increased Bidding Confidence: Knowing you have funds readily available allows you to bid 
aggressively.
Avoidance of Penalties: Meeting the auction's completion deadlines avoids financial penalties 
and potential legal action.
Opportunity to Refurbish: Auction finance can provide funds for immediate renovations, 
increasing the property's value.

Navigating the Auction Process
Registering to Bid

Before participating in an auction, you must register with the auctioneer. This typically involves 
providing identification, proof of address, and payment of a registration fee.

Attending the Auction

Arrive early to familiarize yourself with the auction room and observe the bidding process. Have a 
clear bidding strategy and stick to your maximum budget.

Bidding Strategies

Incremental Bidding: Increasing your bid gradually.
Aggressive Bidding: Making bold bids to deter other bidders.
Last-Minute Bidding: Placing your bid at the last possible moment.

Winning the Auction

If your bid is successful, you'll be required to pay a deposit immediately, typically 10% of the purchase 
price. You'll also sign a contract committing you to complete the purchase by the specified completion 
date.

Completing the Purchase
Legal Formalities

Your solicitor will handle the legal aspects of the purchase, including transferring ownership of the 
property.

Funding the Purchase

Your auction finance provider will release the funds to complete the purchase by the completion date.

Post-Auction Considerations



Refinancing: If you used a bridging loan, consider refinancing with a longer-term mortgage.
Renovation: Commence any planned renovations or improvements.
Letting or Selling: Decide whether to rent out the property or sell it for a profit.

Risks and Challenges
Potential Pitfalls

Hidden Defects: Properties sold at auction may have undisclosed problems.
Legal Issues: Title defects or restrictive covenants can complicate the purchase.
Gazumping: Although rare, sellers can withdraw the property before the auction.

Mitigating Risks

Thorough Due Diligence: Conducting comprehensive research and inspections.
Professional Advice: Seeking guidance from experienced solicitors and surveyors.
Contingency Planning: Having a backup plan in case the purchase falls through.

Case Studies
Example 1: Residential Refurbishment

An investor purchased a dilapidated house at auction using auction finance. They renovated the 
property, increasing its value significantly, and then refinanced with a buy-to-let mortgage.

Example 2: Commercial Conversion

A developer acquired a former office building at auction and converted it into residential apartments. 
Development finance was used to fund the project, and the apartments were sold for a substantial 
profit.

Conclusion
Auction finance provides a powerful tool for investors, landlords, and developers looking to capitalize 
on the opportunities available at property auctions. By understanding the process, conducting 
thorough due diligence, and securing the right financing, you can navigate the auction landscape with 
confidence and achieve your property investment goals.

This guide provides a comprehensive foundation, but seeking professional advice tailored to your 
specific circumstances is always recommended. Good luck with your auction endeavors!


