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MARKET RECAP

The queue to climb aboard the recovery bandwagon continues to lengthen. The Wall
Street Journal surveyed a gaggle of the best-and-brightest economists and found the
majority of them believe the recession that began in late 2007 is over. In fact, many of
these economists expect gross domestic product to grow 2.4% in the third quarter of
2009, spurred by inventory adjustments and strong demand for the “cash for clunkers”
car-rebate program.

Reversal of fortunes in the housing sector has also turned many an economist's frown
upside down. Existing-home sales in the second quarter of 2009 showed robust gains,
according to the latest survey by the National Association of Realtors. Total sales of
existing homes rose 3.8% to a seasonally adjusted annual rate of 4.76 million units in
the second quarter from 4.58 million units in the first quarter. The news that 39 states
experienced increases was particularly encouraging.

Meanwhile, home prices continue along their road to recovery. For the country as a
whole, median sales prices rose 4% in the second quarter versus the first quarter,
pushing the median price up to $174,100. Many metropolitan areas appear to be on a
bullish tear of sorts: San Francisco posted an 18% gain; Boston , a 16% gain,
Washington D.C. , a 14% gain; Dallas , an 11% gain; and Chicago , a 10% gain. Even
more encouraging, thoroughly routed Phoenix and Miami posted price gains, albeit
slight — both were up 1% for the quarter. One data point does not make a trend, to be
sure, but quarterly sales prices have been dropping every quarter since mid-2007, so this
upswing is notable. Now we'll just have to see if it is sustainable.
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One Person's Misfortune, Another Person's Opportunity

Foreclosure activity jumped 7% in July from June and 32% from a year earlier, as
one in every 355 households with a loan received a foreclosure filing, according to
RealtyTrac. It's not good news, but it's not a catastrophe either, since foreclosures,
like real estate, are local: California, Florida , Arizona , and Nevada accounted for
almost 57% of total U.S. foreclosure activity in July.

It's worth remembering that foreclosures, though bestowing misfortune on some,
create opportunity for others. For real estate investors and home buyers, RealtyTrac's
data can be a road-map to finding good deals. Not every foreclosed home is a gem, to
state the obvious, but there are plenty of low-priced properties just begging for a
qualified buyer.

What's more, foreclosed homes aren't the full-blown headache they used to be.
“Foreclosed homes” used to be an off-putting term to many in the industry. Agents
were unfamiliar with them and banks didn't always know how to dispose of them.
But over the past 18 months, both sides have grown more comfortable with
foreclosures. In turn, the process of buying a home in default has become both
simpler and quicker.

It's also worth remembering that price isn't the sole determinate of affordability.
Mortgage financing is the other important component. On that front, rates remain
affordable, with the prime 30-year fixed-rate loan hovering around 5.5%. That said,
we think mortgage rates are unlikely to fall much lower and that higher rates are in
our future, so anyone considering a first or second home or an investment property
should consider jumping aboard that bandwagon before it leaves the station.
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This Newsletter is for informational purposes only. The information contained herein may not be applicable
to every situation or jurisdiction and we urge you to consult your professional advisor prior to acting on
information contained herein. The content, accuracy and opinions expressed herein are not verified or
endorsed by the sponsor hereof.





