Cirios Real Estate

CIRIOS TRENDS

GETTING TO THE BOTTOM OF THE HOUSING MARKET

The State of the Markets

Welcome to Cirios Real Estate’s inaugural issue
of Cirios Trends! Cirios was founded on the belief
that honest, reliable and impartial information
about residential property values is virtually non-
existent in today’s real estate marketplace. Given
the state of not only the housing market, but the
financial markets and the economy in general,
never has this information been more essential to
the financial well-being of millions of homeown-
ers (and prospective homeowners) around the
country. For more insightful commentary on the
housing market, please visit our website at
www.ciriosre.com - click on the “Market Com-
mentary” link. Feedback, questions and com-
ments are welcome and very much encouraged.

California’s real estate market, to say the least,
is undergoing a correction. By digging into list-
ing and sales activity in each city, neighbor-
hood and street, however, localized trends are
emerging. Some areas, we believe, are show-
ing signs of stabilization, while others are just
now beginning to readjust towards more sus-
tainable levels.
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Well-to-do areas, most of which haven’t experi-
enced a distressed or forced sale in decades,
are seeing value drops most residents never
thought possible. For buyers and sellers alike,
it's a scary time. But with the right information,
good decisions can still be made. It's not easy
out there, but it's reality, and not likely to
change any time soon.

Doing Your Real Estate Homework: Google Earth

Each month, we’ll examine how to utilize free
resources to make better decisions about buying
residential real estate.

Just because you don’t have a real estate license
and are smart enough to know that Zillow’s Zesti-
mates are about as accurate as the Warriors are
dominant in the NBA, doesn’t mean you can’t find
valuable real estate information online.

One of the most useful tools for valuing properties
is Google Earth. Location still drives the value of
real estate, and Google Earth makes it easy to
examine a property and its surrounding area. The
more research you can do from home, the fewer
wasted property visits you’ll end up making.

Always analyze the following characteristics of
any neighborhood:

= Lot (corner lot? back yard, front yard)

= Street (cul-de-sac, tree-lined, major artery)

= Negative Obsolescence (power lines, rail
road tracks, airport flight path)

= Transportation (freeways, bus routes)

= Amenities (schools, dining, entertainment)

= Street view (house, street)
* Keep in mind the street view may
be dated, so details could be different

Here’s how we use Google Earth to examine a
specific property.

Property Address:
8579 Beverly Lane, Dublin, CA 94568

Lot: The house looks small, but the large lot leaves
room for a possible addition in the back.

Street: The subject’s street likely gets little traffic
since there is no direct access from Village Parkway
(the main thoroughfare in the area.)

Negative Obsolescence: The property backs up to
Village Parkway, and although there is no direct
access, noise pollution could be a problem.

Transportation: Using Google Earth’s transporta-
tion option under the Layers tab, you can see the
nearby public transportation routes and stations.
The subject is very close to the Dublin/Pleasanton
BART station as well as the 680 and 580 Freeways.

Amenities: Using the Dining option under the Lay-
ers tab, you can see Village Parkway offers options
like Taco Bell & Sangam Indian Cuisine. An In-n-
Out Burger is less than a mile away; this should be
considered a major positive.

Street View: The street has similar looking homes
that are comparable to the subject. The wall be-
tween the subject and Village Parkway is very low,
which could mean more noise pollution than we
might have initially thought.

Conclusion: Without stepping foot outside, we
learned 8579 Beverly Lane’s neighborhood is close
to 2 freeways, BART and an In-n-Out Burger. Street
noise from Village Parkway, however, could be a
problem. Armed with this information, you can make
an informed decision about whether an on-site visit
is your next step.
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Housing Data is Still
Bad to Quite Bad

. NOVEMBER CASE-SHILLER HOME
PRICE INDEX: —18.2% Y/Y

. DECEMBER EXISTING HOME SALES:
PRICES: —15.3% Y/Y

. NOVEMBER PENDING HOME SALES:
—4.0% MM

3 JANUARY HOMEBUILDER
SENTIMENT INDEX: 8 (RECORD LOW)
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Cirios Trends

Getting to the Bottom of the Housing Market

“These low rates
sound great, but
what do they
really mean in
terms of dollars
and cents?”

“Are property
values really
falling this
quickly, or are
cheaper homes
selling more often
than expensive
ones?”

By the Numbers: Low-Low-Low Mortgage Rates

Record low mortgage rates are all
over the news these days, as
we’re once again flooded with
advertisements telling us its a
great time to buy a house. Keep-
ing interest rates low represents
the frontline in the government’s
assault on the housing market’s
continued woes. These low rates
sound great, but what do they
really mean in terms of dollars and
cents?

Let's say you've got your eye on a
$500,000 house and can pony up
a $50,000 (10%) down payment.
Last August, mortgage rates were
as high as 6.5%, which translates
into around $2850 in monthly pay-
ments for your $450,000 loan.

Current rates are running as low
as 4.5% for qualified buyers,
which would lower your monthly
payment to $2280: A

savings of $570 per month.

Further - and this gets to the root

of why the government is pushing
rates as low as they can - for that
original $2850 payment, your new
and improved 4.5% rate would
get you into a $600,000 house.
So that 2% lower rate increased
your effective home purchasing
power by 20%. Don’t forget, how-
ever, that your 10% down pay-
ment also increased by $10,000,
and taxes, insurance and upkeep
would all rise as well.

A lower interest rate also means
more of your monthly payment
goes towards paying back your
loan principal (look for next
month’s article explaining how
mortgage payments are calcu-
lated). After 10 years, that lower
rate means you’'ve accumulated
$20,000 more equity than you
would have had with the higher
rate loan.

Add this $20k to all those lower
monthly payments and that
means if you held onto your

house for 10 years, you'd save
$80,000. The numbers are even
more staggering if you go the
whole 30 years on the loan, with
a combined savings of over
$200,000.

So, does all this add up to it be-
ing time to buy a house?

Probably not.

Keep in mind that home prices
are still in a decidedly downward
trend, and government-led home
buying efforts are just getting
started. There just isn’t any rush
to buy. For those currently rent-
ing, it's probably best to keep at
it, save up for a bigger down
payment and determine exactly
what you can afford before jump-
ing into the house search.

Of course, staying tuned to
ciriosre.com will help you stay up
on the latest market trends. So
will the soon-to-be released
Cirios Rent vs. Buy Calculator.

Zip Code Spotlight: Redwood City, 94061

Each month we’ll examine a
single zip code, identifying mi-
cro-trends within the area to try
and figure out how close (or far)
that market could be from a
bottom.

Real estate, as they say, is lo-
cal. Nothing could be more true,
especially in the current market.

While the zip code is admittedly
an imperfect geographic marker
for residential real estate analy-
sis, its tough to get reliable data
that's much more detailed. Zip
code level analysis can still
provide a relevant snapshot of
the market and demographic
activity in the area.

This month’s zip code is 94061,
which encompasses the part of
Redwood City, CA west of El
Camino Real on either side of
Woodside Road

Eaton Fark i

(see map below). Homes in this area vary widely in size and price,
making zip code level data tricky to interpret.

Generally, as you move west from El Camino, values increase and
houses get bigger. The Emerald Hills area (near Cafiada College)
and the southwest corner of the zip code, near Stockbridge Avenue
in Atherton, are both very desirable neighborhoods.

(continued on page 4)
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Cirios Trends
Getting to the Bottom of the Housing Market

House of the Month: Love Thy Neighbor

This being the inaugural edition of Cirios Trends, we’re giving our loyal readers two houses for the price of one.
Let’s travel about 30 minutes south from San Francisco to Google Park - err, Menlo Park - where the tree-lined
streets are paved with Internet gold.

The two houses below are on Hermosa Way, across the street from one another. We believe both owners are a
touch too optimistic about finding a buyer at their current asking prices. The homes were listed during the same
week back in September, and now appear engaged in a my-overpriced-house-is-less-overpriced-than-your-
overpriced-house price war. Hard to imagine either owner is going across the street to borrow a cup of sugar. Here
we have a microcosm of the current housing market - too much supply, each seller trying to undercut his neighbor.

Neighborhood Overview: Menlo Park is a very desirable location because of its great schools and proximity to
major Silicon Valley job centers (including Google’s massive campus in nearby Mountain view). These factors,
coupled with its mild climate, have ushered in an era of unprecedented prosperity for this once middle class town.

Property values began to falter in 2001 as the dotcom bubble burst, but the emergence of Google almost single
handedly reversed the market's fortune. Many freshly made millionaires bought older homes, tore them down and
erected McMansions of their own. Now, with many residents seeing their paper wealth evaporating on Wall Street,
Menlo Park property values are starting to come back to earth.

House #1: 800 Hermosa Way, Menlo Park, CA

“Let’s travel
about 30 minutes
south from San
Francisco to
Google Park -
err, Menlo Park -
where the tree-
lined streets are
paved with
Internet gold.”

Original List Price: $4,250,000
List Date: 9/7/08 i
Current List Price: $3,675,000 g
Previous Sale: $2,900,000
Previous Sale Date: 3/12/2004 _.
Estimated Down Payment: — Estimated Down Payment:
$735,000 . == S5 - - $795,000

Estimated Monthly Payment: Estimated Monthly Payment :

Original List Price: $4,495,000
List Date: 9/5/08

Current List Price: $3,975,000
Previous Sale: $2,295,000
Previous Sale Date: 6/19/2002

$22,622* $24,469*
Bedrooms: 5; Bathrooms: 4+ Bedrooms: 4; Bathrooms: 3;
Liv. Area: 5,350 sqft; Lot Size: 21,816 sqft (0.5 acres) Liv. Area: 3,302 sqft; Lot Size: 21,708 sqft (0.5 acres)
Positives: Positives:
+ Large house, more living area than most comps + Excellent condition, inside and out
+ Upgrades nearly throughout (except kitchen) + Updated kitchen
+ Close to all amenities, schools, shopping, freeways + Reasonably sized home that conforms to the area
Negatives: Negatives:
- No sales >$3 million in the area in the last 3 months - No sales >$3 million in the area in the last 3 months
- Many high end homes listed, lots of competition - No exceptional features, except the kitchen and lot
- 5,000 square may be too much house for some buyers - Significantly over-listed, smaller than its listed neighbor
Value Analysis: Value Analysis:

The world of potential buyers for this house is very limited, he or The world of potential buyers for this house is also very limited.
she would need to have the income and job security to afford a House #1 is larger and newly upgraded, and should sell for more
$22,000 monthly payment. Many comparable, if not quite as large, || than the subject. The subject’s conformity and smaller size could
homes are available for as much as $1million less. The comp sale || attract more buyers looking for an easier home to maintain. The

below is inferior, but a better indication of demand in the area. comp sale is inferior, but more similar to the subject than House #1.
HOUSE #1 CIRIOS VALUE: $2,950,000 HOUSE #2 CIRIOS VALUE: $2,700,000

Over-listed Amount: $725,000 (24.6%) Over-listed Amount: $1,275,000 (47.2%)

Comparable Sale: 345 Vine St, Menlo Park, CA 94025 OVERALL COMMENTS:

Sale Price: $2,420,000 Both owners are faced with a similar dilemma: Do | lower my asking
Sale Date: 12/16/2008 price until | get an offer, or take my home off the market and hope
Bedrooms: 5; Bathrooms: 4 for a rebound? Ultimately, both sellers need to be more realistic with
Liv. Area: 3,220 sqft; Lot Size: 8,350 sqft (0.2 acres) their expectations of how much their homes are worth.

Comparison to Subject: Inferior

* Mortgage payments are based on the house being bought at the list price with 20% down and a 7.0% 30yr fixed loan, monthly tax cost included.
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Getting to the Bottom of the Housing Market

Zip Code Spotlight: Redwood City, 94061

Cirios (continued from page 2)

real estate

Q.

Current listings of single family residences in the area range from $299,000 for a 2 bed, 1 bath tear-
down near El Camino and Woodside Road to $1,995,000 for a large, newly constructed home near

?ér(')o&;izlt gf::g“? Inc. Atherton. The median listing is a 1,440 square foot, 3 bed, 2 bath listed for $788,000.

Suite 1008 To get a sense of how this area is truly a bifurcated market, the “1” on the map corresponds to 417
San Francisco, CA 94102 Redwood Ave, a 4 bed, 2 bath with around 2,000 square feet of living space currently listed at
ciniosre.com $795,000. The “2” marks 944 Castle Hill Road, an updated home in much better condition, but with

Phone: 415.217.0012 virtually identical characteristics listed for $1,225,000. Clearly, zip code isn’t everything.

Fax: 888.617.2417 Examining sales trends in the area (see graph below), the pattern is to be expected. Prices rose

E-mail: - steeply through the end of 2007, since higher-end markets have taken longer to succumb to the hous-

info@ciriosre.com ing market turmoil. Prices have fallen steadily for the past year or so, as demand has dried up. We
expect this trend to continue, as homes in this
desirable area return to more affordable levels.
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So You Want to be a Real Estate Agent?

When you look at as many listings as we do, its hard not to chuckle at the strange things agents say to try
and sell homes. Their comments often leave us wondering ...

“Located on a HUGE, HUGE, HUGE, FLAT, FLAT, FLAT 12,
- tell me about the lot, is it huge? flat?
“THI'S I'S NOT NOT A SHORT SALE."”
- so, you're telling me it's a short sale?
“BETHROOMS ARE VERY SPACI OUS WITH NEW CARPET."”
- yes, fine, that sounds great - but tell me about the bathrooms? do they have carpets too?
“THIS IS NOT NOT -« Buyer to satisfy himself with permits?”
A SHORT SALE.” “Buyers to measure and satisfy themselves”
- this is a family publication ... no comment.

“This is an oyster with a pear!|l inside.
- excellent, the last house | looked at was just a lousy oyster with no pearl.

“DOG I N BACKYARD WILL BITE."”
- gee, that should really get the buyers comin’ by.

“No 100% financing wil!/l be accepted.”
- oh really, thanks. | wasn’t aware that 100% financing is ever so slightly hard to get these days.”
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