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I. GENERAL OVERVIEW

There comes a time in a real estate market cycle when REO transactions take center stage. When
this happens, it raises many legal and practical concerns for REALTORS®. Are REO transactions a
viable business opportunity? Are there special disclosure requirements? Are there common pitfalls
to watch out for? This legal article aims to address these and other general concerns to help
REALTORS® and their clients navigate their way through REO transactions.

Q 1. What is an REO?

A An "REQ"is a commonly-used acronym for "real estate owned" by banks. Instead of an
individual person or persons owning the property as in a typical resale transaction, a bank owns the
property instead. The bank typically acquires title to its REO properties through the foreclosure
process. However, REO properties may also be acquired through other means, such as a deed-in-
lieu of foreclosure, tax sale, or corporate housing.

Q 2. Is an REO sale the same thing as a foreclosure sale?
A No. A foreclosure sale is the sale of real property, usually at an auction, generally triggered by a
homeowner's inability to pay a mortgage loan. An REO sale, on the other hand, is the sale of

property owned by a bank. Let's say, for example, Harry Homeowner has a mortgage loan secured
by his home. If Harry defaults on his mortgage loan, his lender may initiate the foreclosure process
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