AUGUST/SEPTEMBER 2011

> LOCAL MARKET TRENDS .......ovoorveennes 1
> MORTGAGE RATE OUTLOOK ............... 2
> HOME STATISTICS ...oovvvvrerreresenresenes 2
> FORECLOSURE STATS ...oorvvermrrersnnns 3
> CONDO STATISTICS «vvvrvevenreessserersanees 3

> CHARTS: SP/LP & SALES YTD .......... 4

local market trends

CENTRAL SAN DIEGO COUNTY

Is It Time to Buy a Home?

It's funny, back in 2006 and 2007 almost no one
was asking that question. Instead, they were ask-
ing, “‘How much home can | buy?”

Wrong question at the wrong time.

Fast forward to today and buyers should be asking
“how much home can | buy” and not “is it time to
buy a home.”

Yes, | know, a real estate agent will always say yes
when asked if it's a good time to buy a home.

But, today’s market offers an unprecedented op-
portunity. Let me explain.

First, take mortgage rates, back during the peak of
the bubble in 2007 30-year mortgage rates were in
the low to mid 6% range. Today? Rates are in the
low to mid 4% range, a drop of 33%.

Next, the median price for single-family, re-sale
homes in San Diego County peaked at $585,000 in
November 2005. It bottomed out at $320,000 in
March 2009.

The median price has averaged over $363,000
since the beginning of the year. Yes, you missed
the bottom!

0.K., so you're afraid to buy because you don't
know where home prices are going. Well, no one
has a crystal ball, and, as Wall Street is fond of
saying, the past is no predictor of future results.
But, with the Fed saying it will keep interest rates
low for the next two years, that should put upward
pressure on prices.

As Baron Rothschild is credited with saying, “Buy
when there’s blood in the streets, even if the blood
is your own.”

Now for the caveats, yes, there are caveats!

As always, the best homes, pristine move-in condi-
tion, in the best neighborhoods, i.e. schools, are
selling first for the most money with multiple offers.

If the best neighborhood is your primary criterion,
and the best homes are beyond your means, con-
sider fixer homes or condos.

If a pristine home is your primary criterion, you will
find less competition in other areas.
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Trends at a Glance
(Single-family Homes)
Jul 11 Jun 11 Jul 10
Median Price: $ 365,000 $ 370,000 $ 385,000
Average Price: $480,467 $476,900 $ 491,615
Home Sales: 1,867 1,991 1,822
Pending Sales: 3,608 3,784 2,932
Inventory : 10,494 10,421 11,870
(Condos/Town Homes)
Median Price: $ 205,000 $211,250 $ 219,500
Average Price: $259,160 §$278,932 §$ 267,714
Condo Sales: 864 932 946
Pending Sales: 1,716 1,683 1,535
Inv entory : 4,624 4,742 5,899

Also, inventory is down because the people who
are underwater can't sell.

Lastly, you will need to qualify for a loan. That
should be your first order of business.

You will absolutely, positively need an in-depth
neighborhood market analysis to buy or sell in this
market.

DO NOT DEPEND UPON ZILLOW FOR THIS!!!

If I could get what Zillow says my home is worth, I'd
sell it in a minute. According to my calculations,
Zillow has over-valued my home by 36%, and
that's before selling costs!

P.S. The conforming loan limits are dropping from

$697,500 to $546,250 for closing after September

30th. Some lenders have already stopped pro-

cessing loans up to the $662,500 limit, and all lend-
ers will likely stop on or around Septem-
ber 1 for new applications.
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30-Year Fixed Mortgage Rates
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The chart above shows the Nation-
al monthly average for 30-year
fixed rate mortgages as compiled
by HSH.com. The average includes
mortgages of all sizes, including
conforming, "expanded conform-

Mortgage Rate Outlook

Aug. 5,201 - HSH.com's broad-market mortgage
tracker -- our weekly Fixed-Rate Mortgage Indi-
cator (FRMI) -- found that the overall average
rate for 30-year fixed-rate mortgages decreased
by fifteen basis points (0.15), moving to an aver-
age of 4.65%, a 2011 low. FHA-backed 30-year
fixed-rate mortgages, especially important to
first-time homebuyers and low-equity refinanc-
ers, saw a sixteen-basis-point (0.16) decline to
close the week at 4.31%. Given the wide differ-
ential in interest rates, at least some borrowers
should be considering hybrid 5/1 ARMs. The
five-year fixed-rate periods of these loans de-
clined by seven hundredths of a percent to close
the week at an average of just 3.29%. A borrow-
er with a $300,000 loan willing to accept the risk
of higher future payments would save about
$20,000 over the next five years.

After a tremendous political fight, in exchange
for being able to borrow more money at the mo-
ment, the debt ceiling agreement signed on
Tuesday calls for spending cuts over the next
ten years. This suggests that there won't be
much in the way of additional spending to push
economic growth forward anytime soon, and this
in turn might exacerbate a slower recovery with
a lower potential for inflation. Entities on both
sides of the aisle expressed unhappiness about
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the terms of the deal. As far as revenues go, a
growing economy will produce far more in the
way of this then would any changes to marginal
tax rates for some or even closing tax
"loopholes". Perhaps the Congress might con-
sider ways to foster confidence by businesses,
so that they will start to hire again and boost the
economy.

Next week, mortgage rates will begin the week
still trending downward. On Tuesday, there is a
Federal Reserve Open Market Committee meet-
ing; after this week, it's a reasonable assumption
that they will be quite concerned about the frag-
ile market psyche. We expect that the release
which will accompany the meeting's close will
nod toward modest growth, levelling inflation
trends and troubles overseas. The Fed will of
course say it is watching carefully and will em-
ploy necessary means to support the economy if
it believes that it needs to do so, but will not tip
their hand as to the form or timing of any such
support, at least not yet. Other than that, a pretty
light data calendar is on tap and we expect that
mortgage rates will end the week perhaps un-
changed from this week's figures.

ing," and jumbo. Central San Diego County - July 2011
SINGLE-FAMILY HOMES % Change from Year Before
Prices Prices
Cities Median Average Sales Pend Inven DOl SP/LP| Med Ave Sales Pend Inven
County $ 365,000 $ 480,467 1,867 3,608 10,494 169 97.2%| -5.2% -2.3% 25% 23.1% -11.6%
Central San Diego $ 390,000 $ 528,048 426 826 2,194 155  97.2%| 2.0% 4.3% 0.9% 23.7% -16.0%
City Heights $ 197,450 $ 186,737 26 37 82 95 99.3%|-17.0% -24.2% 40% -2.6% -19.6%
Clairemont $ 381,250 $ 384,672 32 52 116 109 96.3%| -5.7% -17.1% 455% 13.0% -18.3%
College Grove $ 342,000 $ 341,269 29 58 151 156 100.4%| 3.3% -2.2% -19.4% 23.4% -5.0%
Coronado $ 1,300,000 $ 1,686,000 15 18 128 256 92.7%)]|-20.6% 4.8% 36.4% -35.7% -14.7%
Del Cerro $ 417,000 $ 475,094 16 41 95 178  97.0%|-14.9% -0.5% -30.4% 57.7% 0.0%
Encanto $ 233,000 $ 224,415 39 118 229 176 98.3%| 3.6% -24% -20.4% 22.9% -5.8%
Golden Hill $ 391,250 $ 397,550 8 27 67 251  98.5%| 52.2% 27.6% -38.5% 421% -6.9%
La Jolla $1,275,000 $1,574,520 24 48 271 339 941%| -7.6% -15.8% 41.2% 200.0% -19.3%
Linda Vista $ 378,000 $ 391,333 21 24 66 94  96.8%| 50% 2.2% 23.5% 118.2% -28.3%
Logan Heights $ 162,500 $ 163,950 12 30 54 135 97.1%][-12.6% -13.9% -36.8% 30.4% -36.5%
MiraMesa $ 369,900 $ 371,478 37 70 152 123 98.0%| -6.9% -10.1% 15.6% 191.7% -11.1%
Mission Hills $ 640,000 $ 663,860 15 22 82 164 95.1%| 6.8% -9.4% 15.4% 144.4% -28.1%
Mission Valley $ 389,500 $ 388,357 14 24 52 111 96.4%| 2.8% -2.8% 55.6% 100.0% -14.8%
Normal Heights $ 395,000 $ 460,742 21 41 53 76 96.7%|-10.7% -5.0% 5.0% 310.0% -52.3%
North Park $§ 465,000 $ 450,219 27 36 67 74 984%| 1.1% -11.7% 42.1% 227.3% -28.0%
Ocean Beach $ 985,000 $ 1,188,660 8 21 71 266 98.6%]| 39.5% 60.5% -33.3% 425.0% -19.3%
Old Town $ 527,000 $ 568,650 10 14 32 96 93.9%| 52% 10.1% 0.0% 133.3% -36.0%
Pacific Beach $ 690,000 $ 710,909 1 19 120 327 96.4%| -1.4% 21% -26.7% 46.2% -2.4%
Paradise Hills $ 246,000 $ 247,257 14 36 69 148 100.3%| -8.0% -4.8% -33.3% 71.4% -34.9%
Point Loma $ 842,500 $ 895,875 12 25 79 198 952%| 3.4% 4.1% 33.3% 316.7% -38.3%
San Carlos $ 339,950 $ 374,633 14 27 56 120 97.0%| -23.6% -15.3% 7.7% 575.0% -29.1%
Scripps Miramar $ 653,500 $ 696,909 32 57 101 95 97.5%(-13.4% -12.3% 33.3% 137.5% -39.2%
Sorrento Valley $ 543,000 $ 543,000 2 4 60 94.6%| -0.4% -0.4% 100.0% n/a -77.8%
Tierrasanta $ 490,000 $ 513,727 1 19 44 120  96.6%|-14.9% -5.5% 83.3% 375.0% -24.1%
Page 2 University City $ 643,500 $ 659,833 15 50 250 97.4%([-11.2% -9.0% 200.0% 150.0% -10.7%)




San Diego County Homes: Year-Over-YearMedian Price Change
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FORECLOSURE STATISTICS

Notices of default, the first step in the foreclosure
process, in San Diego County declined 22.9% in June
from the year before, and were down 1.4% from May.

Notices of sale, which set the date and time of an
auction, and serve as the homeowner's final notice
before sale, dropped 9.9% from May, and were down
36.7% year-over-year.

After the filing of a Notice of Trustee Sale, there are
only three possible outcomes. First, the sale can be
cancelled for reasons that include a successful loan
modification or short sale, a filing error, or a legal
requirement to re-file the notice after extended
postponements.

Alternatively, if the property is taken to sale, the bank
will place the opening bid. If a third party, typically an
investor, bids more than the bank's opening bid, the
property will be sold to the third party; if not, it will go
back to the bank and become part of that bank's REO
inventory.

© 2010 rereport.com

In May, cancellations fell 2.7% from May, and were
down 41% year-over-year.

Properties going back to the bank were down 18.4%
from May, but were up 0.7% compared to June 2010.

The total number of properties that have had a notice
of default filed declined by 34.4% in June compared to
June 2010.

The total number of properties scheduled for sale
declined by 25.8%, year-over-year. Both of these are
very positive signs.

But, the total number of properties owned by banks
rose by 3.4% year-over-year. There are about 6,500
properties owned by the banks. At the current rate of
sales, that's a two-month supply.

All-in-all, the numbers are pretty much a mixed bag at
this point.

Foreclosure statistics provided by:
http://foreclosureradar.com.

Table Definitions

Central San Diego County - July 2011 Wlaehen Bries
CONDOS % Change from Year Before The price at which 50% of prices were
Prices Prices higher and 50%were lower.
Cities Median Average Sales Pend Inven DOl SP/LP| Med Ave Sales Pend Inven
County $ 205000 $ 259,160 864 1,716 4,624 161 97.4%| -6.8% -1.1% -7.7% 12.8% -20.9% Average Price
Central San Diego $ 225000 $ 309,869 358 726 2100 176 96.9%|-17.3% -1.1% 4.0% 21.0% -195%|  Add all prices and divide by the number
City Heights $ 88,770 $ 89,533 12 21 42 105 98.8%| 37.6% 27.4% 0.0% 110.0% -44.7% of sales.
Clairemont $ 190,000 $ 197,719 8 14 43 161 97.7%| 11.8% -11.8% 60.0% 100.0% -6.5%
College Grove $ 96,000 $ 114,962 13 39 60 138 96.9%|-32.6% -16.5% -23.5% 105.3% -40.0% SP/LP
Coronado $ 750,000 $ 870,950 10 15 132 396 952%| -82% 45% 11.1% 200.0% 257%| o price to list price ratio or the price
Del Cerro $ 136,000 $ 170,273 1 18 33 90 99.0%|-45.6% -38.7% 10.0% 50.0% -40.0% S R s G L) By e
Downtown $ 360,000 $ 456,789 75 154 389 156 96.7%| 4.0% 8.6% 36.4% 97.4% -43.2% T e
Golden Hill $ 190,000 $ 230,333 3 7 22 220 101.7%| 0.3% 23.4% -62.5% 16.7% -52.2%
LaJolla $ 450,000 $ 528,330 23 4 212 277  95.9%|-21.7% -27.8% 35.3% 193.3% -6.6%
Linda Vista $ 159,900 $ 181,155 13 24 74 AT1  95.9%|-48.4% -44.1% 44.4% T71.4% -17.8% DOl
Mira Mesa $ 180,000 $ 176,233 15 31 100 200 97.1%|-15.9% -15.3% -21.1% 82.4% -12.3% Days of Inventory, or how many days it
Mission Hills $ 265000 $ 244,322 9 40 124 413 96.2%|-14.5% -29.0% -43.8% 110.5% -14.5% would take to sell all the property for
Mission Valley $ 199,000 $ 228,408 40 65 159 119 97.9%|-19.7% -10.3% 25.0% 80.6% -18.0% sale at the current rate of sales.
Normal Heights $ 123,000 $ 145,973 1 32 54 147 98.4%|-23.1% -34.3% -15.4% 190.9% -36.5%
North Park $ 155,000 $ 139,073 1 36 74 202 96.0%| 3.3% -11.1% -15.4% 100.0% -15.9% Pend
Ocean Beach $ 292,500 $ 317,971 1 10 41 112 959%| 5.0% -4.7% 120.0% 25.0% -22.6% Property under contract to sell that
Old Town $ 217,500 $ 225,071 10 27 75 225 97.3%| 11.5% 3.8% -23.1% 170.0% -9.6% hasn’t closed escrow.
Pacific Beach $ 372,500 $ 362,995 20 35 175 263 956%|-11.3% -9.4% 5.3% 191.7% -32.4%
Paradise Hills $ 150,000 $ 159,428 16 20 55 103  96.9%| -7.7% -5.9% 14.3% 0.0% -21.4% Inven
Point Loma $ 135,000 $ 135,000 1 7 25 750 67.5% n/a n/a n/a n/a n/a Number of properties actively for sale
San Carlos $ 183,500 $ 178,303 12 21 26 65 99.2%| 14.3% -3.7%  0.0% 162.5% -16.1% as of the last day of the month.
Scripps Miramar $ 316,000 $ 332,719 16 29 62 116 98.0%| 1.1% 3.4% -27.3% 93.3% -16.2%
Sorrento Valley $ 363,000 $ 363,000 1 8 8 240 95.8%]|-31.6% -31.6% 0.0% 166.7% 0.0%
Tierrasanta $ 315,000 $ 344,600 5 8 33 198 98.1%| 1.3% 10.8% 150.0% 60.0% -34.0%
University City $ 375,000 $ 373,740 25 42 115 138 95.4%)| 32.5% 6.2% 25.0% 121.1% -21.2% Page 3
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San Diego County — Homes: Sold Prices & Unit Sales
(3-month moving average — pricein $000's)
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San Diego County — Condos: Sold Prices & Unit Sales
(3-month moving average — pricein $S000's)
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