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Investors Back in the Market & Cash is King

Investors are back in the market, and they’re paying
all-cash, mostly for property under $500,000. The
effect is to freeze out first-time home-buyers who need
a loan. Banks are still chary about providing loans.
About the only loans left for first-time buyers are FHA
and VA loans.

So, while the first-time buyer is working through the
loan process, the inves-
tors are swooping in

are holding is a mystery, but, they may not be accu-
mulating as many as the pundits believe. Large invest-
ing companies are buying multiple properties at the
foreclosure auctions. The banks have finally realized
it's better to take their losses there rather than go
through the time and expense of re-habbing and put-
ting the properties on the market..

Home and pending sales
were down in January,
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they use past data, typically six months worth, to cal-
culate current market value. When a market has bot-
tomed out and begins rising, appraisals often come in
under the value agreed upon by the buyer and seller.
Banks are requiring buyers to come up with extra cash
to make up the difference. First time buyers are having
a hard time doing this, so we're seeing many more
sales fall out of escrow than normal.

Another thing hanging over the market is the so-called
“shadow inventory” of bank-owned property that has
not been put on sale. How many properties the banks

their momentum through the Spring because of the
extended tax credit and because this is historically the
prime time for home sales. After that, all bets are off.

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.

P.S. The FHA requires all condo projects to be re-
certified before they will make a loan. To find out if the
condo project you’re interested in is eligible, go here:
https://entp.hud.gov/idapp/html/condlook.cfm
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30-Year Fixed Mortgage Rates
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Mortgage Rate Outlook

Feb. 5,2010 -- Manufacturing continues
to lead the economy away from
recession, but the recovery contin-
ues to be a slow process, one
which doesn't appear to be broad-
ening or deepening very quickly. On
the other hand, a troubled, sluggish
economy is good news for mort-
gage borrowers in the sense that
interest rates will continue to remain
low while soft economic conditions
persist.

This week, the overall average for
30-year fixed-rate mortgages
tracked by HSH.com's FRMI was
unchanged from last week at
5.42%. The FRMI includes con-
forming, jumbo and the GSE's
"high-limit" conforming products in
its calculation. It also has a Hybrid
5/1 ARM counterpart, which in-
creased by one basis points dur-

ing the latest survey cycle, landing
at 4.60% for the week.

The latest Senior Loan Officer
survey of lending conditions re-
vealed conditions are still tighten-
ing, but the 13.2% of respondents
reporting tougher terms was the
smallest such increase since the
third quarter of 2007. Since under-
writing conditions need to stop
getting tighter before they can be
loosened, this is a good sign that
in the not-too-distant future more
potential homebuyers will be able
to (re)join the marketplace, at
least at the margins. With plenty
of unsold inventory available and
lots more expected to hit the mar-
kets in 2010 in the form of short
sales and foreclosures, the market
will need every potential borrower

it can get just to produce stability
in housing markets.

Mortgage rates appear to be hold-
ing at what seems to be their new
bottoms. Even difficult stock mar-
kets at times this week failed to
produce lower rates, and with a
sort of "floor" in place, there
seems to be little room for im-
provement. That being the case,
rates have more likelihood of ris-
ing slightly than falling next week.

San Diego County — Single-family Homes: Prices & Sales
(3-month moving average — price in $000's)
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County $ 350,000 $ 456,670 1,239 1,965 14,184 296 98.9%| 82% 11.6% -17.6% -44.1% -17.1%
North County Coast $ 427,402 $ 671,134 302 423 3,828 338 98.2%| 22.0% 15.9% -22.2% -25.1% 3.3%
Cardiff by the Sea $ 577,000 $ 667,333 3 8 61 530 93.5%|-67.9% -62.9% 200.0% 100.0% 10.9%
Carlsbad $ 722,500 $ 750,633 34 58 470 364 98.0%| 20.4% 12.0% -2.9% -17.1% -5.6%
Carmel Valley $ 820,000 $ 859,425 27 17 235 242 97.9%| -8.9% -42.9% 28.6% -54.1% -10.6%
Del Mar $1,050,500 $ 1,108,830 6 7 164 785 98.9%|-25.0% -21.5% -14.3% -36.4% -8.4%
Encinitas $ 762,500 $ 878,511 24 30 304 343 96.6%| 19.1% 57% 14.3% -28.6% -3.2%
Fallorook $ 325,000 $ 382,303 35 57 479 362 98.9%| 3.2% 9.6% 52.2% -17.4% -14.6%
La Jolla $1,562,500 $ 1,775,680 1 20 329 843 90.4%| -8.1% -19.7% -21.4% -31.0% -0.6%
Oceanside $ 350,000 $ 358,798 83 123 796 243  99.9%| 13.5% 19.7% -35.2% -54.8% -29.3%
Rancho Santa Fe $2,394,500 $ 3,164,900 10 21 362 1,023 88.5%|-31.3% -20.4% 150.0% 5.0% 0.3%
San Marcos $ 369,000 $ 393,344 46 77 538 301 98.5%| -29% 0.3% -24.6% -48.0% -17.9%
Solana Beach $1,125,000 $ 1,164,240 10 3 78 225 92.8%| 13.6% -9.7% 42.9% 200.0% 8.3%
Page 2 Vista $ 296,000 $ 309,022 59 79 550 239 100.7%| 9.7% 7.3% -11.9% -50.3% -24.0%,
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Pending Sales Stabilize, Remain Above Year-Ago Levels

Pending home sales have leveled
from a market swing driven by
response to the home buyer tax
credit, according to the National
Association of Realtors®.

The Pending Home Sales Index,* a
forward-looking indicator based on
contracts signed in December,
increased 1.0 percent to 96.6 from
95.6 in November, and remains
10.9 percent above December 2008
when it was 87.1. In November, the
monthly index had fallen by 16.4
percent from surging activity in
preceding months.

Lawrence Yun, NAR chief
economist, said it's important to
recognize how the tax credit is
skewing market data. “There are
easily understood swings in
contract activity as buyers respond
to a tax credit that was expiring and
was then extended and expanded,”
he said. “These swings are
masking the underlying trend, which

is a broad improvement over year-
ago levels. December activity was

the fifth highest monthly tally in two
years.”

Buyers who have a contract in
place to purchase a primary
residence by April 30, 2010, have
until June 30, 2010, to finalize the
transaction to qualify for a tax credit
of up to $8,000 for first-time buyers
and $6,500 for repeat buyers.

The PHSI in the Northeast rose 2.3
percent to 76.1 in December and is
14.9 percent higher than December
2008. In the Midwest the index
increased 5.2 percent to 86.9 and
is 8.7 percent above a year ago.
Pending home sales in the South
rose 2.2 percent to an index of
98.4, and are 5.5 percent higher
than December 2008. In the West
the index fell 3.8 percent to 119.9
but is 18.6 percent above a year
ago.

Yun projects the extended and
expanded tax credit will encourage
2.4 million households to take the
credit in 2010. “While new-home
sales will remain low due to a lack
of construction, existing-home sales
are projected to rise to around 5.6
million in 2010,” Yun said. Last year
there were 5.16 million existing-
home sales.

He added that one of the greatest
benefits of rising sales will be
firming home prices. “For several
months now we've been seeing
stabilization in all of the home price
measures as inventory is pulled
down,” Yun said. “As a result, the
housing wealth for many middle
class families has begun to
stabilize.”

HH#t#

*The Pending Home Sales Index is
a leading indicator for the housing
sector, based on pending sales of

existing homes. A sale is listed as
pending when the contract has
been signed but the transaction has
not closed, though the sale usually
is finalized within one or two
months of signing.

DEFINITIONS:

Median Price: The price at
which 50% of prices were
higher and 50% were lower.

Average Price: Add 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.

DOI: Days of Inventory, or
how many days it would take
to sell all the property for
sale at the current rate of
sales.

Pend: Property under
contract to sell that hasn’t
closed escrow.

Inven: Number of properties
actively for sale as of the 5th
of the month,

San Diego County — Condos & Townhomes: Prices & Sales
(3-month moving average — price in $000's)
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County $ 209,010 $ 260,371 756 1,272 7,513 248 99.3%| 11.8% 4.5% -3.0% 0.4% 14.0%
North County Coast $ 270,000 $ 350,661 140 217 1,600 296 97.6%| 1.9% 1.8% -21.8% 7.4% 14.6%
Cardiff by the Sea $ 630,750 $ 630,750 2 1 33 480 95.3%|-16.7% -16.7% 0.0% -88.9% 13.8%
Carlsbad $ 414,000 $ 396,733 15 35 259 448 99.5%| 31.4% 13.0% -11.8% -25.5% 6.1%
Carmel Valley $ 435,000 $ 425,233 12 22 142 300 97.7%| 88% 1.5% 9.1% -21.4% 19.3%
Del Mar $ 887,500 $ 887,500 1 6 68 1,860 94.9%| 1.4% 1.4% 0.0% 50.0% 51.1%
Encinitas $ 445,500 $ 485,192 13 15 107 212 96.8%| -0.6% 19.8% 44.4% 36.4% 9.2%
LaJolla $§ 522,000 $ 675,393 15 21 254 466 90.3%| 4.5% -21.2% 7.1% -30.0% -9.3%
Oceanside $ 175,000 $ 196,873 62 89 530 213 98.8%| 17.6% 15.6% 6.9% -26.4% -16.7%
Rancho SantaFe $ 649,000 $ 649,000 1 0 23 690 96.1% n/a n/a n/a n/a n/a
San Marcos $ 199,000 $ 191,124 21 28 183 221 103.9%| -8.0% -13.0% 5.0% -53.3% -20.4%
Solana Beach $ 695,000 $ 784,060 5 7 60 318 92.7%| 18.8% 12.6% 66.7% -22.2% -23.1%
Vista $ 186,500 $ 191,136 14 21 106 182 101.2%| 18.4% 34.2% 75.0% -38.2% -17.8%, Page 3
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