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Disclaimer

This article reflects my personal opinions on property liquidation in small towns and is
not intended to serve as fixed rules or guidelines. Every city has its own unique
market conditions, and the views expressed here are assumptions based on general
observations. Readers should consider their own circumstances and seek
professional advice when making real estate decisions.

Introduction

Property liguidation in small towns presents unique challenges and opportunities that
differ significantly from those in larger, urban environments. When properties go up
for auction due to mortgage defaults, the dynamics at play in small towns—such as
buyer demand, local economic conditions, and the physical location of
properties—are often more nuanced than they might appear at first glance.

Unlike large metropolitan areas, where bank auctions tend to attract a more
substantial pool of potential buyers and investors, small towns often deal with limited
buyer interest, income disparities, and a slower real estate market. This article seeks
to offer insights into how property liquidation, particularly through bank auctions,
works in these more intimate settings, and how property location significantly
influences the ease of sale.
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By dividing properties into three categories—Class | (city centre), Class Il (a bit
farther from the city centre), and Class Il (outskirts or developing areas)—we can
better understand the factors that make certain properties more attractive to buyers
or investors and the reasons why others might languish on the market for longer.

The Role of Location in Property Liquidation

In real estate, location has always been a key determinant of a property's value and
desirability. This is especially true in small towns, where amenities and services may
be concentrated in specific areas, and outlying regions might lack access to
infrastructure or facilities that are common in cities.

Location impacts not only the asking price but also the speed of the sale, buyer
interest, and the long-term investment potential of a property. For those navigating
bank auctions, understanding how the location influences buyer behavior is essential
in making an informed decision.

In small towns, properties are commonly categorized into three distinct classes
based on their proximity to the city centre:

Class |: Properties Near the City Centre
Class ll: Properties Slightly Farther from the City Centre
Class lll: Properties on the Outskirts or in Developing Areas

Each of these classes presents unique challenges and opportunities in the context of
property liquidation and bank auctions. Let's examine each class in greater detail.

Class |: Properties Near the City Centre

Class | properties are located in the heart of the town and are generally considered
high-value assets due to their proximity to key services and infrastructure. These
properties are often close to schools, hospitals, shopping centres, public transport,
and government offices, making them ideal for both residential and commercial uses.

Advantages of Class | Properties:

01. High Demand for Central Location
Properties located in the city centre often have the highest demand because they
offer convenience and accessibility. This is particularly important in small towns,
where most services and facilities may be concentrated in a single area. For
businesses, being located in the town's centre means better visibility and foot
traffic. For homeowners, the convenience of being close to schools, workplaces,
and healthcare is highly attractive.
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02. Appreciation Potential
Due to their prime location, Class | properties tend to appreciate over time,
making them a good long-term investment. Even in smaller towns, as
development occurs and the population grows, properties in the centre can see
significant value increases compared to those in outlying areas. This is
especially true in towns with development plans or infrastructure improvements
that enhance accessibility and services.

03. Access to Public Amenities
Being close to public amenities like parks, libraries, transportation hubs, and
government services makes Class | properties more desirable. The ease of
access to such facilities is often a deciding factor for potential buyers, especially
families and working professionals.

Challenges of Selling Class | Properties:

01. High Price Points
Although Class | properties are desirable, their prices can be prohibitive for many
buyers in small towns, where average incomes are lower compared to cities. This
can limit the pool of potential buyers significantly. In some cases, properties may
remain unsold for extended periods due to their high price, which may not be
affordable for most local residents. This is particularly true during bank auctions,
where buyers are often looking for bargains.

02. Limited Buyer Pool
In small towns, there may simply not be enough buyers with the financial capacity
to purchase high-priced properties, even though the properties themselves are in
prime locations. The demographic makeup of small towns often leans toward
lower or middle-income households, meaning fewer individuals or families can
afford Class | properties. Additionally, small towns tend to have fewer investors
looking for high-value real estate, further shrinking the buyer pool.

03. Market Saturation
In some cases, a small town's central area may become saturated with
properties, either residential or commercial, making it harder to sell a particular
property. If there are too many properties available at similar price points, buyers
may be less inclined to participate in an auction or negotiation, leading to slower
sales.
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Conclusion for Class | Properties:

While Class | properties are typically located in prime areas and hold long-term value,
they are not without their challenges. High prices, limited buyer interest, and slower
sales cycles in small towns can make these properties harder to liquidate. However,
for those with the resources, investing in a Class | property can offer significant
returns over time due to its location and the potential for value appreciation.

Class |l: Properties Slightly Farther from the City Centre

Class Il properties are located a bit farther from the city centre but still remain
relatively close to essential services like schools, shopping areas, and public
transport. These properties are often more affordable than their Class | counterparts,
making them appealing to a broader range of buyers, particularly middle-income
families and small-scale investors.

Advantages of Class Il Properties:

01. Affordability
Class Il properties generally come with more affordable price tags, making them
accessible to a larger pool of buyers. In small towns, middle-income earners
often represent the majority of the population, and Class Il properties fall within
the financial reach of this group. This affordability factor often leads to faster
sales and greater interest during bank auctions.

02. Appeal to Investors
Class |l properties attract investors due to their potential for rental income. In
many small towns, rental properties are in high demand, particularly for families
who may not be able to afford Class | properties but still want to live relatively
close to the city centre. Investors see this as an opportunity for stable, long-term
rental income, which makes Class Il properties more attractive at auctions.

03. Proximity to Services Without the Price Premium
While Class |l properties may not be in the city centre, they are often close
enough to benefit from nearby services without carrying the hefty price tag of
Class | properties. For buyers who prioritize location but have budget constraints,
Class Il properties strike the right balance between convenience and cost.

@ qo;e THE VALUER | VOX-POPULI



IOV RVF The Valuer Bi- Monthly Journal, Vol, 03, Issue-06 Nov - Dec 2024, PP, 19 - 25

Challenges of Selling Class Il Properties:

01. Moderate Market Demand
Although Class Il properties are more affordable than Class | properties, they
may still face challenges in terms of market demand, particularly if there are an
abundance of similar properties available in the town. In small towns, the real
estate market can be sluggish, with fewer buyers actively seeking properties at
any given time.

02. Economic Fluctuations
The small-town real estate market can be sensitive to local economic conditions.
In towns that rely heavily on a single industry or employer, fluctuations in the
economy can greatly impact the real estate market. If local employment
opportunities decline, even affordable Class Il properties may struggle to attract
buyers, leading to longer sales cycles and price reductions.

03. Competition from New Developments
In many small towns, new residential developments are springing up on the
outskirts, offering modern homes at competitive prices. These new properties,
often with better amenities and more attractive financing options, can draw
buyers away from older Class Il properties. This competition can make it harder
to sell Class Il properties, even though they are closer to the city centre.

Conclusion for Class |l Properties:

Class Il properties offer a good balance of affordability and location, making them
attractive to middle-income buyers and investors. These properties generally sell
more quickly than Class | properties, especially in bank auctions. However, local
economic conditions and competition from new developments can influence the ease
of sale.

Class lll: Properties on the Outskirts or in Developing Areas

Class Il properties are located on the outskirts of small towns or in areas that are still
in the process of being developed. These properties are typically the most affordable,
but their distance from the town centre and lack of immediate access to essential
services can make them less desirable to potential buyers. However, as urbanization
continues to spread, Class Il properties are beginning to attract more interest from
developers and long-term investors.
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Advantages of Class lll Properties:

01. Low Prices
Class Ill properties are usually the most affordable option on the market. For
buyers with limited budgets or investors looking for properties with long-term
appreciation potential, Class Ill properties present an opportunity to enter the
real estate market at a lower price point. These lower prices also make Class llI
properties more attractive in bank auctions, where buyers often seek the best
deals.

02. Potential for Future Development
With urban expansion and the development of new infrastructure, properties on
the outskirts of towns can increase significantly in value over time. Real estate
developers often target these areas for new housing projects, which can lead to
increased demand in the future. Buyers and investors who are willing to wait for
development can potentially see a significant return on investment.

03. Large Land Plots
Class Il properties often come with larger land plots compared to Class | and I
properties. This can be particularly appealing for buyers looking for more space
or those interested in agricultural or mixed-use purposes. Larger plots also offer
flexibility in terms of future development or subdivision, making them attractive to
investors with long-term plans.

Challenges of Selling Class lll Properties:

01. Distance from Services and Infrastructure
The biggest drawback of Class Il properties is their distance from essential
services such as schools, hospitals, and shopping centres. Many buyers prefer
to live closer to these amenities, which can make Class Ill properties less
desirable. The lack of immediate access to public transportation and basic
utilities like water, electricity, and roads can also deter buyers.

02. Lower Buyer Interest
Due to their location and lack of amenities, Class Ill properties generally attract
fewer buyers. This can result in longer sales cycles, particularly in small towns
where the overall real estate market is slower. Bank auctions for Class Il proper-
ties often see less competition, leading to lower final sale prices.
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03. Limited Financing Options
Buyers interested in Class Ill properties may face difficulties in securing
financing, as banks and lending institutions are often more cautious about
properties located on the outskirts or in developing areas. This can further
reduce the pool of potential buyers and slow down the liquidation process.

Conclusion for Class lll Properties:

Class Ill properties are the most affordable but also the most challenging to sell. Their
distance from essential services and infrastructure, coupled with limited buyer
interest and financing challenges, means these properties often stay on the market
longer. However, for investors willing to take a long-term view, Class Il properties
can offer significant potential for future appreciation as development reaches the
outskirts of small towns.

Final Thoughts: Location’s Impact on Property Liquidation in Small
Towns

In small towns, the location of a property is one of the most important factors
determining its saleability, particularly in bank auctions. Class | properties near the
city centre hold high value but may take longer to sell due to their higher prices and
limited buyer pool. Class Il properties, offering a balance of affordability and
convenience, tend to attract more interest and sell more quickly. Finally, Class lll
properties, while affordable, face challenges related to distance from services and
lower buyer demand, making them the slowest to liquidate.

Understanding the nuances of these property classes and how they perform in
small-town markets can help buyers, investors, and property owners make more
informed decisions. Whether you're looking to buy or sell, considering the property’s
location in relation to the town’s infrastructure and economic conditions is key to
navigating the complex world of property liquidation in small towns.
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