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Property Sales Down, Prices Up in February

After rising for six month in a
row, homes sales fell 10% in
February, year-over-year. Even
more disturbing, pending sales
for single-family, re-sale

declines that goes back to May
2008.

Inventory grew last month by
10.3% from the month before,

a drop of 17.5% year-over-
year.

The average price for condos
was up 51.4% compared to
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average price for homes

in Contra Costa County rose
31.4% from January. Although
the average price was down by
0.7%, year-over-year, this
broke a string of double-digit

but it was 5.7% lower than the
year before.

Condo sales fell 7.5% from

January, and were down 8.5%
year-over-year. Condo pending
sales fell 25.7% from January,

or property, call me.

American Recovery and Reinvestment Act Ups Loan Limits

The American Recovery and Rein-
vestment Act of 2009 reinstates last
year's 2008 loan limits for FHA,
Freddie Mac, and Fannie Mae
loans.

These limits were equal to the
greater of 125% of the 2008 local
area median home price or
$271,050 for FHA and $417,000 for
Fannie and Freddie, with an overall
maximum cap of $729,750.

For the few areas where the 2009
limits were higher, the higher limits
will apply. In addition, the bill in-
cludes language providing the HUD
Secretary with the discretion, if
warranted, to increase the loan limit
for any “sub-area”, i.e. an area
smaller than a county. The Secre-
tary's discretion is again limited by
the $729,750 cap. These 2009

limits will expire December 31,
2009.

For Santa Clara County, loan limits
will be $729,750.

The Act is intended to provide a
stimulus to the U.S. economy in the
wake of the economic downturn
brought about by the subprime
mortgage crisis and the resulting
credit crunch. The Act includes
federal tax cuts, expansion of un-
employment benefits and other
social welfare provisions, and do-
mestic spending in education,
health care, and infrastructure,
including the energy sector.

Some of the tax relief for individuals
include:

° New payroll tax credit of $400
per worker and $800 per cou-
ple in 2009 and 2010. Phase-

out begins at $75,000 for indi-
viduals and $150,000 for joint
filers.

L4 Alternative minimum tax: a one
year increase in AMT floor to
$70,950 for joint filers for 2009.

o Expansion of child tax credit: A
$1,000 credit to more families
(even those that do not make
enough money to pay income
taxes).

L4 Expanded college credit to
provide a $2,500 expanded tax
credit for college tuition and
related expenses for 2009 and
2010. The credit is phased out
for couples making more than
$160,000.

(] Homebuyer credit: $8,000
credit for all homes bought
between 1/1/2009 and
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12/1/2009 and repayment pro-
vision repealed for homes
purchased in 2009 and held
more than three years. This
only applies to first-time home-
buyers.

° Home energy credit to provide
an expanded credit to home-
owners who make their homes
more energy-efficient in 2009
and 2010. Homeowners could
recoup 30 percent of the cost
up to $1,500 of numerous
projects, such as installing
energy-efficient windows,
doors, furnaces and air condi-
tioners.

° Deduction of sales tax from car
purchases, phased out for
incomes above $250,000.



30-Year Fixed Mortgage Rates
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Mortgage Rate Outlook

Mar. 6, 2009 -- Eventually, the econ-
omy will show real signs of recov-
ery, bringing with it any number of
new challenges, not to mention a
return to whatever may pass for
‘normal' government involvement
into financial markets. At present,
that's well into the future, and we
still have many troubles to over-
come before we get there.

Before that, though, we need to
arrive at a point where things have
stopped getting worse. Looked at in
this way, it's possible that we saw
some signs of stabilization this
week, but there's no way to know
how firm that ground is just yet.

Mortgage rates failed to move very
much, even as equity markets
slumped and long-term Treasuries
bounced around a bit. The overall
average for 30-year fixed-rate mort-

gage money -- HSH"s Fixed-Rate
Mortgage Indicator -- declined by
two basis points to land at 5.80%.
The FRMI's 5/1 Hybrid ARM coun-
terpart shed three basis points to
close the survey week at 5.48%,
while conforming 30-year FRMs
increased by a single basis point.

Construction spending wallowed by
3.3% during January. Declining
spending on residential projects (-
2.9%) was joined by commercial
construction (-4.3%) and pressed
further downward by a falloff in
public works projects (-2.3%). Cash-
strapped states have no funds to
promote any sort of spending ex-
cept for basics like schools, but the
stimulus plan should pump some
money back out via transportation
projects and the like before too
long.

We keep looking for signs of any
bottoming, let alone improvement,
in the economic picture. As far as
housing goes, we'd probably be
happier if the weekly onslaught of
new programs, offers, and market
manipulations would simply stop, to
give the industry some time to de-
velop a better picture of where we
are and where we need to go. How-
ever, there's more change afoot,
with new tweaking to the all-but-
dead Hope for Homeowners pro-
gram likely to come before long,
and a 'cramdown’ bill hot on its
heels. A breather would be useful
to see whether the extant programs
-- enacted in such haste -- have the
desired (or any!) effects on the
health of the mortgage and housing
markets. After all, we're paying for
them.
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Contra Costa County Homes: Days of Inventory
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1. If the mortgage retailer you're
interested in is unfamiliar to you,
take the time to check them out.
Not all states even require
licensing of mortgage brokers.
Check with the state banking
department where your loan will be
originated (and the state the
retailer is headquartered in, if it's
different). Call a local Better
Business Bureau. See if they're
members of local, state or national
trade associations.

2. If it sounds too good to be true,
it probably is. Be wary of deals
which are way below the other
offerings in your market, or
promises of service quality which
can't possibly be met ("we close in
24 hours!") Don't be surprised if
the advertised deals don't apply to
your situation; they may be
available only to the absolute best,
top-shelf borrowers. The law only
requires that the deal listed be

available -- not that it's available to
you.

3. Research, research, research.
It's your job to know what is
normal for your loan circumstance.
Call lots of outlets. Get rates,
points, fees and commitment
periods for offers that are as
similar as possible. Some of the
lowest rates offered have no lock-
in available, or can be obtained
only if you close ASAP, so make
sure that the quotes you get have
the same terms, if possible. That
way, you'll soon be able to judge a
good, bad or just average deals.

4. Ask questions, get answers.
People in the business will
sometimes talk a blue streak and
expect that you understand. If you
don't get it, say so. Make them
explain -- to your satisfaction -- or
take your business to someone
who will.

5. Get it in writing, on company
letterhead, and signed. This
pertains to everything you
negotiate in your deal, but
especially any lock-in agreement
(or execution) you conduct. More
misunderstandings and disputes
are related to lock-ins than any
other item. Under the law, verbal
agreements aren't worth the paper
they're not printed on.

6. Sign nothing you don't
understand -- and understand
everything you sign, even if you
need to get outside help to do so.
If legalese or contract language is
difficult for you, hire a lawyer to
help manage your transaction. The
few hundred dollars can be very
inexpensive insurance.

7. Ask how much experience they
have in dealing with mortgage
situations similar to yours. How
long has the company been in
business? How long has your

salesman/broker and loan
processor been in the business?
More experience can mean a
smoother transaction, especially if
the market gets rough -- and it can
help to know your loan processor.

8. If you're coming in "blind", with
no referrals from friends or
relatives, ask for a few references
you can contact -- and follow up
on them. Of course, they'l
probably be the most satisfied
clients the firm has worked for, but
it is a place to start.

9. Make sure your "no points" loan
is really "no points." You might not
know that there are actually two
kinds of points: Discount Points
(which lower the interest rate) and
percentage-based Origination Fees
which cover some of the cost of
getting you the mortgage, including
commissions. A true no-points loan
has neither -- and if your "no
(Continued on page 4)
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Contra Costa County Homes: Pending Sales
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Contra Costa County Homes: (3-month moving average — $000's)
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(Continved from page 3)

points" loan has a one-percent
Origination Fee, it's actually a one-
point loan. Compare it against other
one-point loans for accuracy.

10. Ask about "Prepayment
Penalties" or "Early Termination
Fees." Some of the lowest rates in
the market, especially for ARMs, are
available only on loans which carry
hefty fees if the loan is refinanced in
the early (the first three to five)
years. If you don't ask whether any

5 6
Sales Inventory

apply to your loan, you could find a
costly 'zinger' down the road.

A few other suggestions for a better
mortgage experience:

Decide what kind of mortgage

shopper you are before you sign up.

If you prefer a retail experience like
Macy's, with lots of in-your-face
customer service, you might be put
off by the arms-length website and
800-number-callcenter-for-customer-
service commonplace among
Internet retailers. If personal contact

7

is important for your comfort, you'll
probably want to work with live
(local) humans.

While you're at it, you'll want to have
an idea which is more important to
you: price or service. Big national
firms with beautiful offices may offer
terrific service, but someone has to
pay for it. Conversely, a low-
overhead operation might offer great
prices, but may lack enough support
people to address your needs in the
manner you prefer. Price and
Service aren't necessarily mutually

exclusive, but finding both at the
same place might be tougher than

you'll expect.
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