
The State of the Markets: Year in Review 

In February of this year, we wrote: 
 

 ñwhile many risks still remain for the housing market, we believe the time for being pessimistic about real estate is finished. 

 Thatôs not to say there wonôt be more price declines, more foreclosures, more defaults ï to be sure, there will be more of all 

 of those things; housing is far from out of the woods. But we have reached a point where Price Discovery is far enough 

 along in certain markets that itôs time to start looking for opportunities, rather than sitting on the sidelines.ò 
 

Since that time, the homebuyer tax credit expired and in many markets, demand all but disappeared; interest rates have risen mate-

rially from historic lows and mortgage guidelines continue to tighten; Greece effectively went bankrupt; Ireland effectively went bank-

rupt; we experienced the worst off shore oil spill in United States history; a ñFlash Crashò in the stock market erased $1 trillion in 

value in a matter of minutes and still remains largely a mystery; unemployment remains stubbornly high; jobs remain stubbornly 

scarce and shadow housing inventory remains at historic highs é to name but a few of the headwinds our economy faced this year. 
 

And despite all this, we are sticking with our statement from February, licking our chops at the opportunities that ongoing turbulence 

in the housing market is busy creating. To be sure, not every listed property is a deal and there are myriad pitfalls if a buyer doesnôt 

exercise caution, but we are still of the belief that now is a time to be opportunistic, rather than pessimistic. Certain segments of the 

housing market are extremely compelling at todayôs prices, as fundamental changes within communities are ongoing. 
 

The key of course, is knowing what those segments are and what to do about it. 
 

In this monthôs Cirios Trends, we examine the key events of 2010 and how they shaped the housing market. We saw ups, downs 

and just about everything in between. But through it all, buyers who bought in the right markets did well, while others are stuck hold-

ing depreciating inventory because they didnôt understand the market. 
  
Individual homebuyers, while not always as economically motivated as investors, have experienced a mixed bag of opportunities 

and frustrations. Sellers in certain areas are reticent to accept realistic pricing, and a slew of properties have languished, unsold on 

the market. Patience and opportunism remain central to finding a great home at a great price. 
 

So, sit back and enjoy a turbulent journey through 2010 as we eagerly await what 2011 has in store for real estate markets here in 

Bay Area and beyond. 
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ñOpportunities do not come with their values stamped upon them.ò - Maltbie Babcock 

Chart of the Year 
% 25-34 year olds living with parents vs.  
homeownership rate, under 35-year olds 

Source: Calculatedriskblog.com 

http://ciriosrealestate.com/2009/07/15/why-should-i-care-real-estate-price-discovery/
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A 2010 housing market recap would be incomplete without a run-
down of what become known as ñForeclosure-Gate,ò a foray into 
the procedural minutiae of distressed mortgage servicing.  
 

In September of this year - in the midst of the crucial mid-term 
elections - several large banks, including Ally Bank (formerly 
GMAC), Bank of America, and JPMorgan Chase, acknowledged 
problems with their foreclosure procedures. Bank employees, in 
addition to third party mortgage servicers and legal vendors, were 
found to have signed as many as several thousand documents a 
day, at times without personal knowledge of the facts they were 
attesting to in courts.  
 

The practice became popularly known as ñrobo-signingò and 
sparked fresh political wrangling over the process by which Ameri-
cans are forcibly removed from their homes. 
 

In the wake of press reports and political backlash, lenders froze 
foreclosures and initiated internal reviews in the hopes of swiftly 
(and correctly) resuming foreclosures. The review process, how-
ever, has been anything but swift. 
 

All 50 state attorney generals filed suit against transgressing lend-
ers, in no small part because many were up for reelection at the 
time. By late November it was reported that both sides were work-
ing towards a settlement. Reports indicate the settlement could 
include: 1) a fund that banks pay into to compensate borrowers 
whose mortgages were wrongfully foreclosed; 2) banks eliminating 
the dual track of simultaneously reviewing modification requests 
and advancing the foreclosure process; and 3) a third party media-
tor review of cases where borrowers claim a foreclosure was in 
error.  
 

As of publication, no actual settlement has been announced and 
repossession proceedings in many states remain on hold.  
 

Mortgage industry representatives, including executives at Fannie 
Mae and Freddie Mac, have testified in front of Congress that 
mortgage servicers and the law firms filing foreclosure actions are 
to blame. Vendors, for their part, argue that Fannie and Freddie 
set policies and procedures that encouraged the sort of cost cut-
ting automation now blamed for the errors.  
 

In the rush to provide competitively priced services and reduce 
overhead, mortgage servicing companies and foreclosure filing 
law firms introduced high levels of automation to the document-
intensive foreclosure process. The rub, however, was that human  
reviewers would have to handle more and more files, with less and 
less time dedicated to each one.   
 

For example, on December 1, a Pennsylvania law firm, Goldbeck 
McCafferty & McKeever, was accused of the unauthorized prac-
tice of law for non-attorneys routinely preparing and filing foreclo-
sure suits without direct attorney oversight, including signing the 
purported attorneyôs name themselves. In other instances, it has 
been learned that reams of documents were signed via stamps 
and that the signers had not actually read the documents they 
were signing.  
 

Further revelations as to the mechanical foreclosure processes in 
place are likely to increase, which could continue to cause  
undesirable consequences to the entire housing market. 
 

First, foreclosure freezes have resulted in delays in the healthy 
clearing of housing inventory via foreclosure. According to Fore-
closureRadar, in Arizona, California and Nevada, the number of 
properties hitting the auction blocks has dropped more than 30%.   
 

Second, investors that were buying distressed loans and fore-
closed homes at auctions have become more cautious. For vulture 
investors buying defaulted loans and flippers buying REOs at auc-
tion, speed is essential to their investment return models. If more 
homeowners are successful in delaying foreclosures due to shod-
dy paperwork by servicers and law firms, what is to stop home-
owners from attempting further delays even after an auction sale? 
This notion of continued delays has investors tweaking their  
pricing models to the downside.  
 

Third, individuals buying REO properties on the open market have 
been more hesitant to purchase foreclosures due to the mediaôs 
regular coverage of the Foreclosure-Gate debacle. Many would-be 
buyers have begun to believe that if they purchase an REO, they 
could later lose the home to a former owner filing a lawsuit claim-
ing they were incorrectly foreclosed upon. If fewer investors and 
homebuyers are interested in purchasing REOs, more REOs will 
languish unsold on the market, further eroding prices. 
 

Unsavory as it may seem to be profiting from foreclosures, these 
players are vital to the process by which over-leveraged housing 
stock is flushed through the system. This price discovery is the 
only way a sustainable bottom in home prices will be found. 
 

These consequences point towards further downward price pres-
sure in the broad housing market. Until banks are able to legally 
move forward with the clearing of the large inventory of foreclo-
sures, a true recovery in the housing market will not take root. 
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Source: Lender Processing Services, Oct 2010 

Source: calculatedriskblog.com 
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Spring 2010: Financial Crisis Goes Greek 

Believe it or not, Greeceôs national debt is larger than its economy. Sound implausible? The 

United Statesô national debt is also larger than its economy (but thatôs another story). Years 

of uncontrolled spending, cheap debt and an utter lack of financial reforms left Greece vulner-

able when the global economy fell sick. The European Union stepped in with an aid package 

to the tune of $61 billion and within weeks Greece had announced austerity measures aimed 

at cutting public spending. Greeks went crazy. Rioting and picketing ensued, as average citi-

zens decried what they believed to be unreasonable demands by the global financial commu-

nity. In recent weeks, Ireland suffered a similar fate and many believe Spain, Portugal and 

even Italy may be the next European nations to come hat in hand for an EU bailout.  

April 20, 2010: Deepwater Horizon Blows Its Top  

The largest offshore oil spill in United States history left an indelible mark on the country, and 

indeed the world, in the spring and summer of 2010. The effects of this catastrophic event will 

not be fully realized for decades. As if the current economic woes and lingering  

effects of Hurricane Katrina were not enough for Gulf Coast residents, lax procedures on the 

part of British Petroleum and a handful of other industrial firms, not to mention haphazard at 

best oversight by regulators, have left potentially irreversible scars on one of our nationôs  

precious coastlines. Ecologic, economic and social ramifications were heavy during the crisis, 

but now that the news media has moved on to other items, it remains to be seen whether 

lasting, effective change can be put in place to avoid future catastrophes of this kind.  

April 23: Arizona Passes Controversial Immigration Law  

In one of the more widely debated legislative moves in recent memory, the state of Arizona 

passed a highly controversial law aimed at cracking down on illegal immigration. State law-

makers argue that new rules give police the power to pursue and prosecute illegal immi-

grants, while opponents counter that the law is simply a legalization of racial profiling. Pro-

tests spread across the country, including a San Francisco Giants game against the Arizona 

Diamondbacks, where demonstrators marched in front of AT&T Park. At the least, the law 

highlights the federal governmentôs continued failure to address the issue of immigration in 

this country. As long as Washington ignores the swelling ranks of illegal immigrants, states 

are likely to continue to take matters into their own hands. 

April 30, 2010: Homebuyer Tax Credit Expires 

After more than a year of helping prop up the ailing house market, the homebuyer tax credit 

expired this summer. In the months following, data began to show slackening demand in al-

most all housing markets. And while some argue that weakness should be more directly at-

tributed to general economic sluggishness, the effect of the tax credit expiration was material 

in many areas. The chorus for another round of credits is now barely a whimper, as anti-

deficit sentiment in Washington has supplanted the desire for increased government inter-

vention into the housing market. Now even the mortgage interest deduction is under assault, 

as economists begin to question the wisdom of such aggressive policies aimed at promoting 

homeownership in this country. 
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July 2010: Hunters Point Redevelopment Gets Green Light 

After years of political wrangling, the San Francisco Supervisors gave the final approval to 

redevelop the cityôs most chronically depressed area at Bayview-Hunters Point. The pro-

posed development, spearheaded by residential developer Lennar Corp., would create 

10,500 new residential units (a third of which would be for low-income residents), a swath of 

new commercial space and over 320 acres of parkland and open space. Mayor Gavin New-

som claims the project would create 13,000 new jobs. Many local groups oppose the devel-

opment, arguing it will push out longtime residents in favor of the wealthy, further reducing 

the already limited supply of housing that any rational person would consider affordable.  

(for more coverage on the Hunters Point development, see previous Cirios Trends.) 

November 1, 2010: Salesforce.com Snaps up 14 Acres for New HQ at Mission Bay   

Cloud computing juggernaut Salesforce.com announced the purchase of 14 acres of real 

estate in San Franciscoôs Mission Bay district, the sprawling development area formerly 

owned by the Southern Pacific Railroad. Notably, UCSF is building a medical center in the 

area as a host of other development projects have been fighting to thrive against the broader 

housing marketôs downturn. Salesforce shelled out $278 million for what will become its 2 

million square foot headquarters, which will no doubt change the landscape of neighboring 

SOMA and Potrero Hill in the years and decades to come. Despite macroeconomic weak-

ness, pockets of real estate development continue and savvy investors are looking beyond 

near-term uncertainty to profit from these fundamental changes that are already afoot.  

November 1, 2010: Giants End World Series Drought  

For the first time since moving West 52 years ago, the San Francisco Giants paraded down 

Market Street as (baseball) Champions of the World. Not only was this the first championship 

for the Orange and Black, but no Bay Area sports franchise has won a title since the 49ers 

beat the San Diego Chargers in Super Bow XXIX back in 1995. For a group of misfits no one 

gave much of a shot to earlier in the year, the Giants overcame doubters throughout the post 

season. The city of San Francisco rallied behind its team, culminating in a 5-game victory 

over the Texas Rangers, a group of misfits in their own right, that knocked off the New York 

Yankees in the American League Championship series. Already, and in typical fashion, the 

sports media establishment is discounting the Giants chances of repeating in 2011. 

November 2, 2010: Whitman Spends How Much to Lose?  

Meg Whitman spent $160 million in her attempt to become governor of California, only to lose 

the election in a landslide to Jerry Brown. Despite a budget some six times greater than 

Brown, who most recently held the governorôs post from 1975-1983, Whitman was trounced 

by almost 13%. Most experts point to a late-race revelation that the former eBay CEO know-

ingly employed an illegal immigrant housekeeper. A political outsider, Whitman ultimately 

could not overcome her spotty personal voting record, the housekeeper fiasco and a general 

lack of confidence in her ability to lead the state out of its fiscal quagmire. Californians assert-

ed their belief that for as incompetent as Sacramento is, the governorôs seat cannot be 

bought é at least not by this powerful former Silicon Valley executive. 

http://ciriosrealestate.com/2010/08/04/feature-the-storied-history-of-hunters-point/
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This month, rather than looking at an individual zip code to spotlight a particular aspect of Bay Area real estate trends, we looked at the 

Bay Area as a whole (well, 5 counties worth: Santa Clara, San Mateo, San Francisco, Alameda and Contra Costa).  We examined 

more than 45,000 residential real estate sales (condos and single family homes) and looked at median and average sale prices by 

month.  As you can see, the path of Bay Area real estate prices has traced a nearly smooth parabolic arc over the last year.  After 

coming off the lows of 2009, prices steadily rose through August of this year but have been falling ever since.  At their peak, prices had 

come up a full 20% off their lows and have fallen 6% since then.  
 

Two huge caveats should come along with such a broad analysis of price trends.  The first is that these data have not been seasonally 

corrected.  Much of the parabolic trend in prices can be attributed to the normal yearly cycle in real estate markets.  Every year, prices 

come up in the summer and slip again in the winter months, as we see here.  However, this yearly cycle is not likely to account for the 

entirety of the 20% price increase and a large portion of this should be seen as actual value increases in Bay Area Real Estate. 
 

The second caveat  -- one that we continually try to hammer home at Cirios, is that by accumulating data over such a wide geographic 

range (5 counties) many more local trends can be masked.  Indeed, to an extent, averaging data over such a large area makes this 

analysis more suited to evaluating economic trends rather than looking at actual real estate markets. 
 

(keep reading for county-level analysis) 
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San Francisco has shown a lot of volatility in the past year. While some of the apparent volatility in the SF price trend graph can be 

attributed to the effects of a smaller sample size (San Francisco is by far the smallest county of the 5) and a wide range of local price 

ranges, a good portion is real market volatility.   

To drill a bit deeper, we sliced and diced the Bay Area into county specific data for each of the five counties.  For all, the data graphed 

here represent moving averages of home sales over the past year. 
 

The first thing you might notice is how different each of the graphs look.  While each county can be seen to follow the rough trajectory 

of our Bay Area wide parabola, individual counties vary widely in the exact parameters of their trends.  San Mateo County, for instance, 

has experienced a few large dips over the past year, both in January and September.  
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Contra Costa County, on the other hand, actually followed a fairly smooth arc and followed pretty closely the Bay Area trend as whole.   

Alameda County bounced along nearly flat for the year, but still ended the year up significantly from where it started in January. 
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Last but not least, after a rough start to the year, Santa Clara County rebounded in the spring and held steady through the summer and 

into the fall. Recent months have seen weakening, however, so we could have another rough start in 2011. 

Of course, looking at county wide trends is also not the best way to evaluate the value of an individual home.  At best, it can only give a 

rough idea of regional activity.  As we have pointed out often in the past, even looking at zip code level price trends can be confusing 

or even counterproductive when trying to make individual real estate decisions.  This being said, however, comparing neighborhood 

trends to larger geographic areas can be very informative, allowing one to identify neighborhoods that are going against a downtrend in 

prices or outpacing value increases.  These differences can be immensely important in choosing one city over another or one neigh-

borhood or another and can allow considerable narrowing of available real estate choices. 

 

At Cirios, we are always working to improve our data analytic capabilities, with particular care paid to metrics and visualizations that 

allow our clients to make the best real estate decisions for themselves.  Over the next year, we will be unveiling a variety of astound-

ingly useful tools to help all real estate market participants, from first time home buyers to the savviest of long term real estate inves-

tors, make the best possible real estate choices.  And as always, we have the expertise, integrity and passion to make sure those 

choices become reality. 
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For those of you fortunate enough to have attended the Cirios Holiday Party this year, you may have noticed a host of charts and 

graphs posted around the room. Those graphs, representing real estate markets from around the Bay Area, have been reproduced in 

their entirety here. For commentary or more information about anything you see here, please feel free to contact Cirios Real Estate  

at 415.217.0012 or info@ciriosre.com.  
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