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Inventory Declines, While Pending Sales Continue to Rise
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sales have been up compared to the Condo sales fell 10.4% from July, but
homes continued falling in August,  year before. Year-to-date, home were up 6.5% year-over-year.

and it is now down 59.3% year-over- sales are up 22.3%.

year.

Inventory of single-family, re-sale

The median price for condos fell
The sales price to list price ratio for 1.2% from July, and it was off 20.5%
homes rose 0.5 of a point to 100.7%. compared to last August. The aver-
age price rose 3.4%, month-over-
month, but was down 15.5% com-
pared to August 2008.
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Pending sales, meanwhile, climbed

52.2% from July, and were up 90.7% This is the second month in a row
the ratio has been over 100%.

compared to August 2008. INSIDE THIS ISSUE:
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Condo inventory was down
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age price was off 17%.

Home sales increased, year-over-
year, by 6.2% in August. This is the
fourteenth month in a row homes

Days of inventory rose seven to 74

days for homes. It was up five for
condos to 72 days.

The real estate market is very
hard to generalize. It is a market
made up of many micro markets. For
complete information on a particular
neighborhood or property, call me.

California Housing Affordability Inches Downward

Housing affordability inched down-
ward throughout the state during
the second quarter of 2009 as a
result of incremental price increases
and increased demand sparked by
the state new-homebuyer tax credit,
the California Building Industry
Association said today.

The quarterly National Association
of Home Builders/Wells Fargo
Housing Opportunity Index found
that homes were less affordable in
16 of the state’s 28 metro areas
included in the report.

On a statewide basis, the HOI
found that a median-income family
could have afforded 62.7% of the
new and existing homes that were
sold during the second quarter,
down from 64.4% in the first quar-
ter.

Robert Rivinius, CBIA’s President
and CEO, said the decrease in
affordability could signal the bottom
of the market and that prices are
likely to go up as existing home
inventories drop and builders sell
more homes, leaving fewer homes
on the market and leading to in-

creased competition among buyers.

“If you're a buyer and you're sitting
on the fence, now is the time to
buy,” Rivinius said. “While it's not a
huge decrease in affordability, it
could signal that the bottom of the
market is here and we could be
facing an imbalance in supply and
demand as housing production
hasn’t kept up with population
growth, and we'’re already seeing
news reports of increased competi-
tion among buyers.”

The Secrets of
Profitable Real Estate Investing
FREE Investors Seminar, more information at:
www.650and408homes.com/seminars.html

Rivinius added that more homes
need to be produced to help keep
housing more affordable in Califor-
nia.

“It's estimated by the California
Department of Housing and Com-
munity Development that California
needs to be building around
230,000 units per year to keep up
with population growth, but Califor-
nia homebuilders couldn’t even put
up a third of that number in 2008,
and we’re expecting even less pro-
duction in 2009,” said Rivinius. “We
need lawmakers to ease regulations
and make building more feasible in
order to keep up with population
growth and meet the demand to
help sustain these affordability lev-
els.”

Rivinius said that policy makers

CONDO STATISTICS 3
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must defer or lower development
impact fees so that builders will be
able to get projects off the ground
more quickly and affordably in hopes
of avoiding a housing shortage once
the market corrects itself.

San Francisco, San Mateo and Marin
counties once again took the lead as
California’s least-affordable metro
area, and second in the nation, with
just 26.9% of the homes sold afford-
able to a median income family, down
from 32.1% in the first quarter. San
Luis Obispo County came in third
(31.8%), followed by the Ocean City
metro area in New Jersey (32.6%)
and Honolulu, Hawaii (41.8%). The
New York City metro area continued
to hold the title of the nation’s least
affordable market for the fifth quarter
in a row (21.2%).

Is NOW a
good time to buy your Silicon Valley Home?

FREE Buyers Seminar, more information at:
www.650and408homes.com/seminars.html




30-Year Fixed Mortgage Rates
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Mortgage Rate Outlook

Sep. 4,2009 -- Mortgage rates ended
summer on a softer note, drifting
back to late-spring levels. A pause
(at least) in stock markets after a
strong summer run saw some
investors shift cash from equities
into less-risky investments to lock
in gains, driving influential Treas-
ury yields lower.

The overall average rate for 30-
year fixed-rate mortgages re-
vealed in HSH's Fixed-Rate Mort-
gage Indicator (FRMI) nudged
downward, slipping seven basis
points (.07%) to close the first
week of September at 5.56%. The
overall average for 5/1 Hybrid
ARMs lost five basis points to
landing at 4.87%. Conforming 30-
year FRMs finished the period at
5.25%, a level last seen in late
May.

Construction Spending fell by
0.2% in July, while outlays for
commercial properties declined by
1.7%, and public outlays slipped
by 0.7% as state and local gov-
ernments struggle with revenue
shortfalls. Some stimulus money
will probably be making the "roads
and bridges" circuit before long,
but true "shovel ready" projects
which might use that money have
turned out to be few and far be-
tween, aside from repaving and
filling potholes. One bright spot in
the report was spending on resi-
dential projects, which climbed by
2.3%, the second positive reading
this year. With new home sales
firming from desperate lows, at
least some new homes must be
built to replenish inventory in the
most desirable segments of the
housing market.

Mortgage rates have slipped back
to the levels seen last spring. If
they hold through the next couple
of weeks, we should see a sea-
sonal resumption in activity, par-
ticularly for refinances. If the eg-
uity rally is substantially over for
now, awaiting confirmation that the
economy is ready to power for-
ward, that should be good news
for mortgage rates.

While mortgage rates would have
to fall a lot more to revisit the
attention-getting levels we saw
earlier this year, we are nearing
the point at which could we could
see some additional activity. The
trend has been mostly flat-to-down
in recent weeks, and that should
be the case for next week.

County| $557,000 $693,956 999 2,449 55 100.7%| -14.3% -17.0% 6.2% -59.3%| -6.4% -31% -16.1% -7.4%
Campbell| $640,000 $774,818 11 74 25 97.7%| -20.5% 0.1% -42.1% -33.3%| -52% 20.8% -52.2% 7.2%
Cupertino|$1,100,000 $1,126,640 33 104 38 97.7%| -14.7% -156% -8.3% 22.4% 7.6% 2.3% -13.2% -8.0%

Gilroy| $380,000 $407,138 48 110 51 101.5%| -10.6% -10.9% -9.4% -76.3% 24%  17% -294%  -71.6%

Los Altos | $1,667,500 $1,855,970 23 75 46 97.1%| -12.8%  -8.4% -11.5% 10.3% 8.5% 58% -23.3% -18.5%

Los Altos Hills| $2,225,000 $2,158,200 5 68 31 98.0%| -13.9% -24.8% -28.6% 51.1%| -19.2% -13.8% -16.7%  -1.4%
Los Gatos |$1,054,000 $1,226,490 25 162 64 97.1%| -24.2% -26.6% 13.6% 1.9%| -11.1% -8.0% -10.7% -3.6%
Milpitas| $500,000  $552,679 27 46 65 100.4%| -12.7%  -8.0% -25.0% -70.5%| -10.8% -8.3% -3.6% -20.7%
Monte Sereno|$1,690,000 $1,952,000 5 25 73 91.5%|-125.3% -95.1% 60.0% -19.4%| -95.0% -95.0% 150.0% -10.7%
Morgan Hill| $537,000  $529,664 35 129 94 94.7%| -32.9% -309% 16.7% -60.1%| -3.8% -125% -18.6% -3.0%
Mountain View| $852,500 $911,056 18 58 75 98.2%| -7.3% -9.7% -28.0% -14.7%| -5.0% -9.7% -43.8% -10.8%
Palo Alto| $1,298,000 $1,494,330 27 96 40 97.7%| -12.6% -15.0% -3.6% 24.7%| -4.2% 0.0% -35.7% -17.9%

San Jose| $480,000 $533,407 583 1,088 54 102.3%| -13.5% -158% 10.8% -71.3%| -4.0% -39% -162% -5.3%
Santa Clara| $605,000 $605,987 49 70 0 100.6%| -0.7% -6.5% 11.4% -711.1% 8.5% 26% -93% -24.7%
Saratoga |$1,352,500 $1,588,620 31 139 55 96.4%| -16.8% -11.9% 192% -3.5%| -132% -4.8% 24.0% -9.7%
Sunnyvale| $755,000 $705,388 63 108 52 98.9%| -12.2% -153% 21.2% -28.0%| -4.6% -99% -4.5% -10.7%
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Pending Home Sales on a Record Roll

Contract activity for pending home
sales has risen for six straight
months, a pattern not seen in the
history of the index since it began
in 2001, according to the National
Association of Realtors®.

The Pending Home Sales Index, a
forward-looking indicator based on
contracts signed in July, increased
3.2 percent to 97.6 from a reading
of 94.6 in June, and is 12.0
percent higher than July 2008
when it was 87.1. The index is at
the highest level since June 2007
when it was 100.7.

Lawrence Yun, NAR chief
economist, said the housing
market momentum has clearly
turned for the better. “The

recovery is broad-based across
many parts of the country.
Housing affordability has been at
record highs this year with the
added stimulus of a first-time
buyer tax credit,” he said.

“Other buyers are taking
advantage of low home values
before prices turn higher.
Nationally, the typical mortgage
payment now takes less than 25
percent of a middle-income
family’s monthly income to buy a
median priced home, with
payment percentages so far in
2009 being the lowest on record
dating back to 1970. As long as
home buyers stay within their
budget, mortgage payments will
be very manageable,” Yun said.

NAR estimates that about 1.8 to
2.0 million first-time buyers will
take advantage of the $8,000 tax
credit this year, with
approximately 350,000 additional
sales that would not have taken
place without the credit. Buyers
have little time to act because
they must complete the
transaction by November 30 to
qualify for the credit. Unless

extended, contracts signed but not
completed by that date will not be
eligible — it is taking approximately
two months to complete home
sales in the current market.

The Pending Home Sales Index in
the Northeast declined 3.0 percent
to 78.8 in July but is 4.7 percent
higher than July 2008. In the
Midwest the index slipped 2.0
percent to 88.1 but is 8.1 percent
above a year ago. In the South,
pending home sales activity rose
3.1 percent to an index of 103.8 in
July and is 12.0 percent above
July 2008. In the West the index
jumped 12.1 percent to 112.5 and
is 20.0 percent above a year ago.

NAR President Charles McMillan,
a broker with Coldwell Banker
Residential Brokerage in Dallas-
Fort Worth, said Congress needs
to keep the momentum going.
“Even with a good recovery
taking place, the market is not yet

back to normal. With a gradual
absorption of inventory, we are on
the cusp of a general stabilization
in home prices,” he said.

“To ensure that housing has a
broad stimulus to the overall
economy and stays on sound
footing, we're encouraging
Congress to extend the tax credit
into 2010, and to expand it to all
buyers of primary residences.
The faster we stabilize home
prices, the fewer families will face
foreclosure and the quicker credit
can be extended to other sectors
of the economy,” McMillan said.

NAR’s Housing Affordability Index
stood at 158.5 in July, below the
peak set in April but is still 36.0
percentage points higher than a
year ago. The HAIl is a broad
measure of housing affordability
using consistent values and
assumptions over time, which
(Continued on page 4)

County| $330,000 $381,359 329 789 58 100.7%| -20.5% -15.5% 6.5% -60.4%| -1.2% 3.4% -104% -4.4%
Campbell| $465,000 $437,909 11 25 71 98.9%| -10.1% -10.9% 37.5% -67.5%| -7.9% -15.7% 57.1% -16.7%
Cupertino| $702,444  $719,339 10 31 48 99.1% 2.8% 1.2% 1.1% -13.9% 9.8% 10.1% 11.1% 34.8%

Gilroy| $175,000  $193,200 5 6 81 100.2%| -113.1% -93.1%  80.0% -85.7%| 36.6% 16.4% -40.0%  50.0%

Los Altos| $656,000 $586,250 4 20 33 95.9% 1.2% -9.5% 100.0% 185.7%| -31.7% -38.9% 300.0% 25.0%
Los Gatos| $698,500 $640,844 10 43 61 99.8%| -0.2% 3.5% 66.7% -12.2%| 34.8% 19.8% 25.0% -4.4%
Milpitas| $372,500 $378,017 9 19 101 102.9%| -25.5% -18.6% -50.0% -71.6%| 38.0% 23.8% -182% 18.8%
Morgan Hill * * * 5 * * n/a n/a n/a -600.0% n/a n/a n/a 0.0%
Mountain View| $621,000 $583,935 23 63 35 98.6% 71% 1.9% 9.5% -25.0%| 34.7% 16.8% -28.1% 3.3%
Palo Alto| $765,000 $907,600 5 38 73 96.1%| -7.4% 155% -37.5% 52.0%| -24.6% -21.6% 25.0% -25.5%
San Jose| $265,000 $297,085 203 418 58 101.5%| -26.4% -22.1% 15.3% -68.7%| -1.8% 12% 9.0% -8.9%
Santa Clara| $475,000 $454,644 23 53 54 99.8%| 15.0% -22% -14.8% -50.9%| 39.7% 10.3% -8.0% 8.2%
Saratoga| $565,000 $565,000 2 15 85 91.8%| -13.9% -17.7% -66.7% 71%| 23.4% 23.4% 0.0% 0.0%
Sunnyvale| $405,000 $436,312 24 52 61 99.8%| -27.5% -25.9% 60.0% -42.2%| -26.9% -17.5% -25.0% 2.0%
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Santa Clara County Homes: Prices and Sales

(3-month moving average — price in 000's)
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(Continued from page 3)

examines the relationship between
home prices, mortgage interest
rates and family income.

Yun expects existing-home sales to
rise through the fourth quarter.
“Unless the tax credit is extended,
no one should be surprised to see
home sales drop in the first quarter
of next year,” he said. “However,

for a city-by-city breakdown and to receive the monthly report regularly, visit my website at
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the fundamentals of the housing
market and the economy are
trending up, and we expect home
sales to generally pick up in the
second quarter of 2010. The buyer
psychology may be shifting from,
‘Why buy now when | can purchase
later,” to ‘I don’t want to miss out on
a recovery’.”
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