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Orange County Housing Report: An Olympic Pause March 4, 2010
Good Afternoon!
National anthems, a record medal haul for the U.S., a spectacular gold medal hockey game, all great distractions of

Olympic proportions, but we typically see a pause in Orange County housing demand at this time of year. Demand,
the number of new pending sales over the prior month, dropped by 190 homes over the prior two weeks, now totaling 3,054.

Orange County Pending Sales Year Over Year
Prior 30 Day Snapshot
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However, this is a cyclical anomaly in the data because February is such a short month. Had February been a normal month
in length, demand would have remained unchanged from a couple of weeks ago. Demand is 430 pending sales stronger
than last year at this time and 1,161 stronger compared to two years ago. There really has not been much change in the
past month, in terms of activity. The storyline remains the same: there are not enough homes coming on the market in the
lower ranges to satiate the ravenous appetite of current demand. If a home is priced well and is below $750,000, it will fly off
the market and generate more than one offer. 1 am asked over and over why there is so much demand. It is worth repeating
over and over again until the general public is acutely aware of the current marketplace. Yes, there are a ton of distressed
homes on the market. But, in the lower ranges, they are not eroding pricing any further. Values have already dropped at
least 35%. Interest rates are low. There still is the first time home buyer’s tax credit, but its reach is not very far due to the
lack of inventory and the fact that cash buyers, or buyers with larger down payments, are snatching up many of the homes
that are hitting the market.

How do the rest of the numbers look? The active inventory increased over the past two weeks by 311 homes, or 4%, to
8,446. The active inventory last year was at 11,562, 3,116 additional homes compared to today. Two years ago it was at
15,412, 6,966 additional homes. With a drop in demand and an increase in the inventory, the expected market time
increased from 2.51 months two weeks ago to 2.77 months today. At the current pace, the overall market continues to be a
seller’s market without much appreciation at all. But, for those sellers in the higher ranges, DO NOT GET EXCITED about
the overall numbers. In drilling down to specific ranges, the higher the price range, the slower the market. It is slow for all
markets above $1 million. Above $2 million, the market is ice cold. The number of active distressed homes on the market,
all short sales and foreclosures combined, increased by 64 homes to 2,769. The number of foreclosures within the active
listing inventory increased in the past two weeks from 380 to 396, a gain of 16. The expected market time for foreclosures is
a mind numbing 1.14 months, a deep seller's market. Foreclosures remain the hot ticket. The number of short sales within
the active listing inventory increased by 48 and now totals 2,373. The expected market time for short sales is 1.91 months,
also a hot ticket. There are 6,867 total pending sales in all of Orange County. Of those, 4,254 are short sales, 62%. Yet,
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only 27% of all closed residential resales in February were short sales. Most short sales are simply not closing. They are
waiting on lender, or in many cases lenders, approval of the sale. Of the 4,254 pending short sales, only 757 have been
pending for less than a month. 1,488 have been pending for over three months. The data does not even capture the short
sales where a frustrated buyer walks away after waiting too long. Those are placed back on the market and, often, after
generating several offers, quickly become pending sales again.

Orange County Distressed Listing Breakdown

O ALTERA

7,000

6,000

5,000

4,000

3,000

BTotal Distressed Listings
DActive Short Sale Listings
DActive Foreclosure Listings

1,000 —'_J—’—‘—_/\

0

2,000

Y )
§ &

$ $ $ $ $ N $ $ $ $ S g
N SN SN S S S S N N
o o o o o o o S o o
R U R U R R LA P
S R I R

N N N N N N N N ® Nd
3 " 3 3 3 3 3 3 3 3 $ N
o O N O o N N o N O o S S
sV v sV ¥ v sV sV N v v sV v v
DI T R I &

So, where do we go from here? There are a lot of unknowns regarding the future of the economy, unemployment, a double
dip, etc. All of the experts seem to enjoy the healthy debate, but opinions are all over the map. But, the Orange County
housing market is trudging forward, regardless. First time homebuyers represent about 25% of all purchases and so do
investors. | have also been asked where all of these first time homebuyers are coming from. Many of them are in their late
twenties or early thirties and responsibly saved for a down payment, but simply could not afford to buy when prices reached
their astronomical heights several years back. They were priced out of the market for years and did not jump into the market
until prices dropped to a very attractive level along with interest rates. Current demand is strong. The market would appear
even stronger in if all of the short sales that are pending would close. That will change as more short sales are approved as
2010 rolls along. The federal government now wants the big banks to modify loans first. If that does not work out, then they
want the big banks to go the short sale route. Foreclosing is only a last resort. As March rolls along and the spring officially
begins, we can expect more homes to hit the market and demand to increase. The listing inventory will increase slightly due
to more and more higher priced properties hitting the market where demand is not strong enough to keep up with the
increased flow. The lower ranges will remain feverish.

Have a wonderful weekend.

Sincerely,

Steven Thomas

Altera Real Estate
President

"Pride Begin s at Home”
Office 949.389.7816
Cell 949.874.8221

www.AlteraProperties.coni

Copyright 2010 - Steven Thomas, Altera Real Estate - All Rights Reserved. This report may not be reproduced in
whole or part without express written permission by author.
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