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The State of the Mar ket s: Year i n Review
I n February of this year, we wrote:
Awhile many risks stildl remain for the housing market,d.we bel
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That 6s not to say there wonot be more priocdedasalrienes hemer evi fl d
of those things; housing is far from outProfc et hDei sxodoaesr.ye Baiu g hwe

along in certain markets that itds time to start | ooking for
e that time, the homebuyer tax credit expired and i nmadgany mar
l'y from historic | ows and mortgage guidelines contwetuebatnk -t i g
; we experienced the worst off shore oil spill i n iUdint ed St at
e in a matter of minutes and still remains | argely aymystery;
ce and shadow housing inventory remains at historic hirghs é t
despite all this, we are sticking with our statemeuwmnud femam Fel
he housing market is busy creating. To be sure, ngedeeer yt | i s
cise caution, but we are stildl of the belief t hatmennosw oifs tah et i
ing market are extremely compelling at todayés prices, as fun
key of course, is knowing what those segments are and what to

hi sCimoind h,6Bwendgsamine the key events of 2010 and how they sha
just about everything in between. But through it at ke hlodyer s

depreciating inventory because they didnét understand the mar
vidual homebuyers, while not always as economically motivated
frustrations. Sellers in certain areas are reticennsbbdaocaept
mar ket . Patience and opportunism remain central to finding a

sit back and enjoy a turbulent journey through 2010 raésnhn we eag
Area and beyond.
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AfOpportunities do not come with tKMelitrbval Beabcsestlkmped upon them. o
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Forecl €cauree What e Hel Il s (Was) Goin
A 2010 housing market recap woul E run -
down of what become kGaotwen, oa sa fifFoor
the procedur al minutiae of distr
I n September-iaf thkei sni year afertmhe \
electsewsral | arge banks, includi :
GMAC), Bank of America, and JPMor
problems with their foreclosure | AVOIDING , in
addition to third party mortgage Brs, we
found to have signed as many as
day, at times without personal k1 FORECLOSURE wer e
attesting to in courts.
The practice became pspghamigy lam NEXT EXIT
sparked fresh political wrangl i ng h Amer
cans are forcibly removed from t
In the wake of press reports and rs fro
foreclosures and initiated inter: f swif
(and correctly) resuming forecl o¢ how-
ever, has been anything but swif
Al | 50 state attorney generals fis®o oo u."fﬂ..“’&.wssing
ers, in no small part because mpapytweroreR|l beureeehreezeannhnabet he
time. By late November it was E:?Ié%_’riﬂ_@ bhahobai hgsideenwer§ WwWehk
I'ng towards a settlement. Repobl%s!uﬁ@'R%\@Ib?,thﬁ peitbamenicatobbdn
include: 1) a fund that banks paypehtPekonh¢oemMpagsahe RACEPWAr 1 o
whose mortgages were wrongfullé foreclosed; 2) banks eliminati_ng
the dual track of simultaneous fCPMreWPHgShSHfH@&EiMfﬁegww
and advancing the foreclosure [l 8&&8shomg ¥ QUFEFP?Spgﬁz MEGP
tor review of cases where borroR¥esStorsi huyi pgrdefaylifednwbdoang a
error tiron, speed I s essential to their
) . homeowners are successful in delay
As of publication, no actual sgythbapertwoha&spbheerraneevcaddandw
repossession proceedings in mapWwnetatesomemaitempdihg! durther del
Mortgage industry representati V8§S NREIQAI Ry ERBELNUEEsdE] apanhi
Mae and Freddie Mac, have testPfi&dn@nmMPAdghe bP EHRgHOYISIHE:
mortgage servicers and the_law-rin'qr(apg ihUiquhgqgclbg§,phg @Ebigrﬁ@p
to blam_e. Vendors, for their paeln mbogeeheBatahanibepandnhseddige
set policies and procedures thakgenaeucdgedagkscat et hedbiacd @eledminly
ting automation now bl amed for bh@@r%rhﬁK/§-begun to believe that
In the rush to provide competiEp\wéﬂ%||§‘ttieée60_§@r\'f/ihéeé‘oﬁ‘ﬁ’dtpe&uéér
overhead, mortgage servicing cbmPahN€y WRaerbreerossGitéyrfrreg!os
law firms introduced high |leveh®MgPUuxgfsmaAfrPohNtErERECAotEOmENTCH
intensive foreclosure process. | RROUIGH, URSREFePD WHE MRAKECHhumAHT
reviewers would have to handleymaa@opfdamoie fmalheseewi th bespran
less time dedicated to each ongjayers are vital to-ltelve rmrgeade sho uks
For example, on December 1, a PéRRfKylivahil d4shed fthfmudBolthsesnste
McCafferty & McKeever, was acc@8éd ¥RYtReSURAAI RE@PI| 2efOopifaoe in h
tice of Jaawoffmeysomoutinely prepaséngonsddglitehtéesd perprec!l Powards f
sure suits WlthoutAdlrect attogpQey q)y]eltq;]leglbtroald_nqa,log,glirﬁ,@ | Prelag ik el Byd
purported attorneyds name themgpogheesorwaratheini Phleags¢eearing bas
been |l earned that reams of docdmpmerts wekeyei geedvery $hamMBR®e hous
and that the signers had not actually read the documents they
were signing.
Further revelations as to the mechanical foreclosure processes i
place are |likely to increase, which could continue to cause
undesirable consequences to the entire housing market.
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Forecl €ccauree What the Hell (csontWa)s) Goi n
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REO Inventory: Fannie, Freddie and FHA through Q3 2010
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Around the Bay: Big Bites from 2010

Spring 2010: Financi al Crisis Goes Greek

Bel i eve it or not , Greecebs national debt i s than it econ
United Statesd national debt is also | ar gegs
of uncontrolled spending, cheap debt and i
able when the global economy fell sick. T ‘
to the tune of $61 billion and within weekjf8 Aced
at cutting public spending. Greeks went c
zens decried what they believed to be wunr
nity. In recent weeks, Ireland suffered a

even I|Italy may be the next European nat i ong

| arger

Apr il 20, 2010: Deepwater Hor i

The | argest offsho
indeed the worl d,

re oil spill in United S

in the spring and summer

not be fully realized for decades. As if t

effects of Hurricane Katrina were not enou

part of British Petroleum and a handful of

best oversight by regulators, have | eft polg:

precious coastlines Ecologic, economic an

but now that the news media has moved on t
|l asting, effective change can be put 1in

Apr il 23: Arizona Passes Controversi

In one of the more widely debated | egislati
passed a highly controversial |l aw ai med at
makers argue that new rules give police the
grants, while opponents counter that
tests spread across the country, incl
Di amondbacks, where demonstrators mar
highlights the federal governmentés ¢
this country. As |l ong as Washington i
are |likely to continue to take matter

Apr i | 30, 2010: Homebuyer Tax

mar k et
show
s shot
e tax
ow bar
or i nt
rest
ive pol

After more than a year of helping prop up th
expired this summer. I'n the months foll owing
most all housing markets. And while some arg
tributed to general economic sluggishness, t
in many areas. The chorus for another r-ound
deficit sentiment in Washington has suppl ant
vention into the housing market. Now even th
as economists begin to question the wisdom o
homeownership in this country.
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Around the Bay: Bi d cBhintteg from 2010

July 2010: Hunters Point Redevel opment Gets Gr
After years of political wrangling, the Sar T v i sors
redevel op the cityds most chrtwntcar d yP diemtr .e 'vView

posed devel opment, spearheaded by residenti anar Co
10,500 new residential unitsi ncaomehirreds iode mtt , |l ow

new commercial space and over 320 acres of § Lghe N spac
som claims the project would create 13,000 § = .- focal g
opment, arguing it will push out | ongti me dihr of ot
the already |imited supply of housing that | j5son wo
(for more coverage on t hesehkunmtreervsi oRiosi nti rd eow

November 1, 2010: Salesforce.com Snaps up 14 A
Cloud computing juggernaut Salesforce.com ase
estate in San Franciscods Mission Bay dist de\
owned by the Southern Pacific Railroad. No di n
area as a host of other development projec ng
housing marketds downturn. Salesforce shel bn f
million square foot headquarters, which wi t he
SOMA and Potrero Hill in the years and decgss te 1
ness, pockets of real estate devel opment nve:
nedgrerm uncertainty to profit from these f : t hat
November 1, 2010: Giants End Wo Dr ou
For the first time since moving West 52 yea Franci
Mar ket Street as (baseball) Champions of t hig l'y was
for the Orange and Bl ack, but no Bay Area s| has w
beat the San Diego Chargers in Super Bow XX For
gave much of a shot to earlier in the year, Prcame (
season. The city of San Francisco -garhé¢ iweidcthd cul mi i
over the Texas Rangers, a group of misfits i ght, t1
Yankees in the American League Championship iy, and
sports media establishment is discounting t es of 1
November 2, 2010: Whi t man Spends to L
Meg Whitman spent $160 million in her atte nor
the election in a |landslide to Jerry Brown S 0 M¢
Brown, who most recently helld9 83he Vghoivtennanno r

by al most 13%. Mo st -reaxcpee rrtesv eploaitnito nt ot haa tl att know
ingly employed an illegal i mmi grant housek out ¢
could not overcome her spotty personal vot s eke
|l ack of confidence in her ability to | ead s fi
ed their belief that for as incompetent as 5 g O\
bought é at |l east not by this powerful for exec
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Bay Area Home Prices: Up, Down and Si dew

This mont h, rather than | ooking at an individual Zip cbadledoatsptoh
Bay Area as a whole (well, 5 counties worth: Santa Clara, San Mat
more than 45,000 residenti al real estate sales (condos anbdy singl e
mont h. As you can see, the path of Bay Area real estat Afgmrices
coming off the | ows of 2009, prices steadily rose throkpghi Aagubac
I

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

Two huge caveats should come l ong with

a ch a broad anadgywsails yof
corrected. Much of the parabolic trend

p

r

u
n prices can Ppeaeratprilet
h
I

- =0

e winter montmhmd#f,orag hwee
arge portion ofe.this st

come up in the summer and sl again in
entirety of the 20% price increase and a

The secondonavehat we continually try to hammer home at Ciprhiiocs, i
range (5 counties) many more | ocal trends can be masked. hilsxdeed,
anal ysis more suited to evaluating economic trends rather than | c

(keep readihgveedr acnalysy s)

All Bay Area Home Sales 2010
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Bay Area Home Prices: Up, D o(wcno matn.d) Si dewv
To drill a bit deeper, we sliced and diced the Bay Areecad angoaplead

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

The first thing you might notice is how different each wafj etchteo rgyr g
of our Bay Area wide parabola, individual <counties varyrwétdahgeijr
has experienced a few |l arge dips over the past year, both in Janu

San Mateo County
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San Francisco has shown a | ot of volatility in the paspthcygmrabe Wh
attributed to the effects of a smaller sample size (Saho&lrapcise
ranges, a good portion is real mar ket volatility.
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Bay Area Home Prices: Up, D o(wcno matn.d) Si dewv
Contra Costa County, on the other hand, actually foll owadvhao Ifeai r |

Contra Costa County
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Al ameda County bounced along nearly flat for the year, ubyant still
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Bay Area Home Prices: Up, D o(wcno matn.d) Si dewv
Last but not | east, after a rough start to the year, Sammmar Chada
into the fall. Recent months have seen weakening, however, so we

Santa Clara County
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Of course, |l ooking at county wide trends is also not tahmnbgsgi wa
rough idea of regional activity. As we have pointed ocesubnbblsiengi
or even counterproductive when trying to make individual hodbal es
trends to | arger geographic areas can be very informati waerterad |iomw
prices or outpacing value increases. These differences ®ahg be i
borhood or another and can allow considerable narrowing of avail
At Cirios, we are always working to improve our dat a aanbansyttihcatca
all ow our clients to make the best real estate decisi onsstfound-he
ingly useful tools to help all real estate market paréesaipanhees
tors, make the best possible real estate choices. And &asesal ways
choices become reality.
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APPENDI X: Chart s, Chart s, Chart s

For those of you fortunate enough to have attended the @inrdi os Hol
graphs posted around the room. Those graphs, representing i aal e ¢
their entirety here. For commentary or more informati onEaabtoeut an)
at 415.217.0012 or info@ciriosre.com.
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APPENDI X Charts, (Chhartt g, Chart s
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APPENDI X: Charts, (Chhartt g, Chart s
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