Keats & Co Real Estate have been selling REO / Bank homes since inception. Here is some
useful information. Finacing for homes in below average condition can be difficult and
different that traditional sales. Contact for more information.

What is an REO Property

“REQ” stands for Real Estate Owned. These are properties that lenders (banks,
mortgage companies, etc.) have repossessed, usually after a foreclosure. If a
foreclosed property fails to sell at auction, the bank takes ownership. (Chase)

e The bankthen typically lists the property for sale, often through real estate agents or
on MLS, as a “bank-owned” or “REQ” listing.

Pros & Cons

Pros Cons

Lower price / discount: Banks want to minimize “As-is” condition: No guarantees;
loss so REO homes may be priced below buyer is responsible for needed
comparable market homes. repairs.

Clear title & liens handled: Usually banks clear Limited disclosures: Banks often
outstanding liens before sale so title issues are don’t have full history of property
fewer than with some distressed properties. maintenance or damage.

Potential faster closing: Banks are motivated to Competition: Investors and cash
sell. If everything lines up, process can be buyers often compete. You might
streamlined. have to move quickly.

Hidden costs / repair surprises:

Investment opportunities: If you can renovate,
Property could have deferred

there may be profit via flipping or renting. . .
maintenance, vandalism, etc.

How to Find REO Properties

e Use local MLS (Multiple Listing Service) and filter for “bank-owned” or “REO”.


https://www.chase.com/personal/mortgage/education/financing-a-home/guide-to-reo-properties?utm_source=chatgpt.com

Banks’ own websites often have REO inventory. Some large lenders / mortgage
servicers post their listings.

Real estate agents who specialize or have experience with REO transactions.

Government / HUD / other public foreclosure listings.

Financing & Legal Considerations

Get pre-approved for a mortgage or have proof of funds. Being ready makes your
offer stronger. (Chase)

Some REO purchases allow specialized financing (e.g. renovation loans), though
availability varies. (Chase)

A title search is crucial. Even though banks tend to clear liens, you want to verify
that there are no hidden claims, taxes, or encumbrances.

Inspection & appraisal: Even though the property is “as-is,” an inspection helps you
assess repair costs; an appraisal helps ensure you're not overpaying.

The Buying Process (REO Specific Steps)

Here’s a rough step-by-step path to buying an REO:

1.

Get financially ready: Pre-approval, funds available, understanding your budget
including repair costs.

Find REO properties: As above—MLS, agent, bank websites, etc.

Tour & inspect: Physically see the property; bring an inspector to check major
systems (roof, plumbing, electrical, structural).

Make offer: Offer typically includes proof of financing, earnest money, any bank
required addendums. Be aware banks have their own contract forms.

Negotiate: Banks may respond with counteroffers; be ready to negotiate but banks
often have less wiggle room than individuals.

Appraisal, inspection, title: These need to be completed. Any major issues found
may influence renegotiation or decision to proceed.


https://www.chase.com/personal/mortgage/education/financing-a-home/guide-to-reo-properties?utm_source=chatgpt.com
https://www.chase.com/personal/mortgage/education/financing-a-home/guide-to-reo-properties?utm_source=chatgpt.com

7. Closing: Once allis agreed, paperwork done, funds in place, you close similarly to a

traditional sale. But timeline may be slower or more bureaucratic due to bank
procedures.

Things to Look Out For / Risks

Condition issues: deferred maintenance, vandalism, theft of fixtures, pests, mold,
structural damage, etc.

Hidden costs: major repair bills, demolition, bringing up to code, utilities, etc.
Additional inspections (roof, foundation, HVAC) even if not required.

Bank’s disclosure may be limited—banks may not have full knowledge of past
damage.

The offer process might require faster deadlines or shorter contingencies.

Possible delays: bank internal approvals, title issues, required cleanups, lien
removals.

Competition, especially from cash buyers or investors.

Tips for Strong REO Offers

Be pre-approved or have proof of funds ready.

Offer with minimal contingencies if possible (but without exposing yourself to too
much risk).

Include inspection contingency with realistic time frame.

Use a real estate agent familiar with REOs.

Be flexible with closing dates if bank needs time.

Know what you’re willing to spend on repairs; bring in repair estimates.

Stay patient and communicate clearly.

Is REO Right for You?

REOs can be great if:



¢« You have some experience or guidance (agent, inspector, maybe contractor).
¢ You're willing to take on repairs and possibly more upfront work.

¢ Your budget allows for unexpected costs.

¢ You’re okay with some delays and a possibly slower process.

If you want a turnkey, move-in ready home with minimal risk, REOs may not always be
ideal.



