
The Fed plans to stop buying mortgage-backed securi-
ties the end of March. 

The general consensus among mortgage brokers is 
rates will have to rise to attract new buyers of MBS if 
the Fed does stop buying. After reaching a low last 
November, the rate for 30-year fixed mortgages has 
already risen .25%-.375% in anticipation. 

The only MBS that are being sold right now are those 
that are backed by Fannie Mae and Freddie Mac be-
cause they are backed by 
the U. S. government, at 
least for loans up to 
$417,000 in our area. 

The question becomes, 
who is going to buy MBS 
and at what price? 

With money market and 
treasuries yielding be-
tween 1%-2%, MBS are looking much more attractive 
to Wall Street, private investors and foreign govern-
ments. 

But, at some point, the Fed will have to start selling 
their MBS which will drive prices down and yields up. 

Local mortgage brokers expect rates to rise one-half 
point fairly quickly after the Fed stops buying. Many 
think mortgage rates will hit 6% by the end of the year. 

That said, the biggest problem facing the local market 
right now is lack of quality inventory: quality meaning 
priced right and in the best neighborhoods. 

From all accounts, there is a lot of pent-up demand, 
especially in the entry-level market. Bank-owned prop-
erty and private, re-sale homes properly priced are still 
receiving multiple offers. 

The move-up tax credit of $6,500 has had little impact 
on the market because so few people can take advan-
tage of it. First, anyone that is upside down on their 
mortgage won3t be taking a loss to gain only $6,500. 
Second, if you3re still working and have equity, why 

would you sell only to 
see your property taxes 
rise? 

About the only people 
who will take advantage 
of this tax credit are sen-
iors who are retired. They 
can take advantage of 
propositions 13, 60, and 
90 to downsize yet retain 

their property tax base if they move within the same 
county or to a reciprocating county. For more informa-
tion about eligibility and a list of reciprocating counties, 
see: 
http://www.boe.ca.gov/proptaxes/faqs/propositions60_90.htm 

The high-end market has problems with appraisals, if 
you need a loan, and we3re beginning to see a few 
foreclosures in that market. 

Remember, the real estate market is a matter of 
neighborhoods and houses. No two are the same. For 
complete information on a particular neighborhood or 
property, call me. 

Alain Pinel Realtors 
640 Broadway 
Sonoma, CA  95476 
(707) 815-8749 
mark@markstornetta.com 
http://www.winecountry-realestate.com 
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Median Price: $350,000 $353,000 $305,000

Average Price: $427,758 $435,886 $371,745

Home Sales: 299 254 310

Sale/List Price Ratio: 97.2% 96.4% 95.9%

Days on Market: 115 124 109

Trends at a Glance
(Single-family Homes)
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Mortgage Rates to Rise, Sooner rather than Later 
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Mortgage Rate Outlook 
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30-Year Fixed Mortgage Rates

DEFINITIONS: 
Median Price: The price at 
which 50% of prices were 
higher and 50% were lower. 
 
Average Price: All all prices 
and divide by the number of 
sales. 
 
SP/LP: Sales price to list price 
ratio, or the price paid for 
the property divided by the 
asking price. 
 
DOM: Days on Market, or 
how many days it took from 
when the property was listed 
to when it was put into 
escrow. 

Unit
Median Average Sales DOM SP/LP Median Average Sales

County $350,000 $427,758 299 115 97.2% 14.8% 15.1% -3.5%

Bodega Bay $0 $0 0 0 0.0% n/a n/a n/a

Cloverdale $205,250 $220,375 4 282 98.6% -16.7% -19.7% -60.0%

Cotati $500,000 $510,000 3 227 97.3% 99.6% 103.6% 50.0%

Forestville $170,500 $195,167 6 87 102.0% -36.9% -43.4% 20.0%

Glen Ellen $780,000 $780,000 1 39 97.6% 95.0% 95.0% 0.0%

Guerneville $195,000 $193,150 6 97 99.2% 34.5% -0.1% 0.0%

Healdsburg $440,000 $766,250 4 110 91.9% -85.4% -74.5% 100.0%

Penngrove $732,500 $732,500 2 331 92.8% -12.0% -12.0% 0.0%

Petaluma $416,000 $429,017 36 91 97.4% 22.9% 11.0% 50.0%

Rohnert Park $295,000 $307,261 19 74 100.4% 3.5% 3.9% -26.9%

Santa Rosa $331,000 $390,530 156 115 97.9% 19.4% 16.8% -6.0%

Sebastopol $561,500 $579,618 14 167 97.0% 2.1% -14.4% 100.0%

Sonoma $480,000 $805,694 17 88 93.3% 50.2% 155.8% -5.6%

Windsor $343,000 $354,076 20 82 100.0% 2.4% -5.4% -20.0%

February Sales Statistics
(Single-family Homes)

Prices Change from last year

Unit
Median Average Sales DOM SP/LP Median Average Sales

County $162,500 $178,864 54 112 100.4% 16.5% 6.5% 25.6%

Rohnert Park $162,500 $149,200 6 117 101.2% 4.2% -2.7% -14.3%

Santa Rosa $139,500 $151,428 34 107 100.0% 13.0% 12.9% 41.7%

Sonoma $170,000 $170,000 1 102 98.3% -53.1% -49.9% -75.0%

Prices Change from last year

February Sales Statistics
(Condos/Townhomes)
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Mar. 4, 2010 -- The Federal Reserve's 
review of regional conditions found 
three quarters of the country in 
economic recovery. 

This week, the overall average for 
30-year fixed-rate mortgages 
tracked by HSH.com's FRMI 
sported a decline of six basis points 
(.06%), ending the week at 5.34%, 
the lowest such average since mid-
December 2009. The FRMI in-
cludes conforming, jumbo and the 
GSE's "high-limit" conforming prod-
ucts in its calculation. The average 
interest rate for the FRMI's Hybrid 
5/1 ARM counterpart lost a full 
tenth-percentage point (.10%) dur-
ing the latest survey cycle, closing 
the survey week at 4.48%. 

The all-important 30-year fixed 
conforming average slipped to 
5.07%, also a ten-week low point. 

Mortgage rates eased back this 
week despite a pretty good tone for 
the economic data. Friday's employ-
ment report did nudge the 10-year 
Treasury about seven basis points 
higher, suggesting that the decline 
in rates could reverse somewhat 
during next week. Rates might also 
be boosted by comments made by 
House Financial Services Chairman 
Barney Frank, who noted that hold-
ers of Fannie and Freddie debt 
should not consider their invest-
ments to be 100% backed by the 
US government, even though the 
companies are now under Federal 
control. He went on to say that 
when the companies are ultimately 
restructured, he wants to reserve 
the right to have debt holders take 
a "haircut" (a reduction in the value 
of their investments). If private-
market investors choose to sell their 

holdings of Fannie and Freddie 
debt or not buy newly-issued debt, 
the GSE's cost of funds would rise, 
and so would mortgage rates. Of 
course, the Treasury continues to 
provide unlimited support to these 
entities; perhaps Mr. Frank hoped 
to spook investors in order to make 
Fannie and Freddie even less pri-
vate and more beholden to the 
government than they already are? 
It's hard to know if that was the 
intention, but it could certainly be 
the effect. 

Residential mortgage rates will 
probably firm up a little bit next 
week. How much depends upon 
how investors ultimately perceive 
Mr. Frank's remarks, but we expect 
a couple of basis points increase 
even without those effects. 
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So this week, the agency that 
oversees Fannie Mae and Freddie 
Mac extended HARP for a year. 
Instead of expiring this June 10, it 
will expire June 30, 2011. 

When HARP was announced, the 
program was for people who 
owed 80 percent to 105 percent of 
the home's value. In other words, 
if someone bought a house, and 
then the value fell to $100,000, 
the owner would be eligible for a 
HARP mortgage refi if the loan 
balance was $80,000 to $105,000. 
Last summer, the upper loan limit 
was increased to 125 percent of 
appraised value, meaning that 
someone could refinance for up to 
$125,000 on a home with an 
appraised value of $100,000. 

FHFA says Fannie and Freddie 
began buying those higher loan-

Thirteen months ago, President 
Barack Obama announced a 
foreclosure-prevention initiative 
that included the Home Affordable 
Refinance Program, or HARP. 
The goal was to help homeowners 
get lower monthly payments, even 
though home values had dropped 
and equity had disappeared. 

He expected that HARP would 
"make it possible for an estimated 
4 (million) to 5 million currently 
ineligible homeowners ... to 
refinance at lower rates" by 
HARP's expiration date of June 
10, 2010. 

It didn't turn out that way. HARP 
finally got under way in May. By 
the end of 2009, halfway into the 
program's lifespan, a total of 
190,180 homeowners got HARP 
mortgage refis. 

to-value loans only in October. "It 
takes time for lenders to 
implement systems and processes 
to support any new initiative," 
FHFA says. "By extending the 
HARP expiration date, lenders 
and other market participants, 
have the opportunity to make the 
necessary process and system 
enhancements to support HARP 
refinances with LTVs up to 125 
percent." 

No one contemplates raising the 
loan-to-value limit above 125 
percent. FHFA cites "significant 
challenges and risks to 
securitizing loans with LTVs 
greater than 125 percent." And 
David Stevens, who runs the 
Federal Housing Administration, 
tells Bankrate that raising the 
loan-to-value limit isn't the 

Re-finance Even if You’re Underwater 

solution: "No, we have to think of 
other ways to solve the problem," 
he says. 
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Go online to see the full report  

with the city by city breakdown: 
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