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Southern California Housing Market: Sales up 65%, Median
Prices Down 33%. Are We Scratc hing the Bottom Yet?

According to a recentreport publishedby
DataQuick (www.dataguick.com), Southern
Californiahomesalesjumpeda record65 per
cent this past Septemberas comparedto a
recordlow of September2007. The highest
increasesverein RiversideCountyb106.per
cent, OrangeCountyb62.3ercent,and San
Diego CountyD56.4ercent.That® the good
nevsEthe bad news is that the California
medianhomepricesdroppedby 33 percentin
the sameperiod.

Drop of medianprices doesnfnecessarily
meanthat thereis an identical drop in real
homevalues.The medianprice is the pricein
the middle of all homessold. If the median
pricesgo down, it meanghatthatlower priced

morethanother).A similar patternis alsoseen
in Arizona,Nevada,andFlorida.

Most of the increasedsalesactvity was
fueled by foreclosuresand salesbank owned
properties being sold dtd-sale prices far 50
percentof all sales).Global creditcrunchand
regulatory presues force mary lenders to
cleantheir balancesheetsandunloadnon-per
forming assetssuchas delinquentmortgage
loanssecureddy real estate.

So, the million-dollar questionis: are the
priceshitting the bottomyet? Looking at the
long-termprice trendandthe numberof prop-
ertiesfor sale,thereis no clearindicationthat
this is the case However, we might be getting
closer Pricesare a function of supply and

properties are selling. It also means that there demandRight now the supplyof real estates

a downwardpressureon the real prices,which
have declinedin California by an averageof
about20% in the last 12 months(someareas

Loan Modifications:

It seems like everyday the mediainundates the
public with some news about mortgage meltdown
and different bailouts. Some of that information
pertains to loan modification initiatives intended
to help borrowers preserve their homeownership.
Unfortunatelyhereisafair amount of confusion
and misinformation regarding loan modifications
and how they work. Our firm has been receiving a
number of inquires and the following is a brief
overviev of common misconceptions regarding
this subject.

Myth #1: A loan modification is the same as
loan refinancing

Truth: It is not. A modification involves
amending terms of an existing loan, without pay-
ing it off or changing the lender. On the other
hand, refinancing aways pays off the existing
mortgige and involves a placement of anew loan.

Myth #2: The govemment can modify my
loan (HOPE program).

much higher than the demand but thereis a
point at which the pricesare low enoughto
stimulatenew demand.

Myths and Truths

Truth: There are various |oan modification ini-
tiatives being proposed and implemented by the
government, the mortgage lending industry, and
the individua lending inditutions. The program,
which received the most publicity, is the HOPE
for Homeowners initiative. Under this program,
the government encourages mortgage lenders to
voluntarily work with borrowerswho are at risk of
detulting or in foreclosure. The government does
not facilitate the loan modification, but it offersan
FHA mortgage guaranty to the lenders, which
refnance distressed borrowers. In redity, thisis
not a loan modification but a loan refinancing
assistance. This program has various regrictions
and conditions, for more informaton visit:
www.hud.gw/hope for homeowners.

Myth #3: All loan modifications are the
same.

Truth: Not so. There are various types of loan
Continuedon bak page

That®whathappenedn Septembewhenin
someareas(e.g. RiversideCounty) prices of
homesdroppedbelown the replacementost,
which literally generated a buying frenzy.
Realtorsare telling us that someof the well-
pricedbankreposgetasmary asthreeto five
offersaday.

Eventuallythe supplyof housedor salewill
go down to reasonabldevels, but for that to
happen the numberof loan defaults, foreclo
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Expeience the Difference

Our commitment isto cregte a different exei-
encefor our Clients Our misgon istotregt eve iy
Client with theutmog care and repect and pro-
videthehigheg qudity persondized srvice Our
god isto undergand our Client@nesdsand work
towads fulfilling them with cugomized lending
lutions We gpeddize in providing red etae
flnanang to purchase and refinance residentig

(., ad commedd propeties A vast
mgority of our Clientsare repet cus
tomersand referrals.

We greatly appreciateyour
businesand referrmlsBthank you!
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Myths
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modifcation, depending the servicing lender (the
lender which collects your payments) and borrow-
er® individual situation. For instance, if the
borraver is current on hisher loan (not over 30
days past due), theloan might be digible for astan-
dard Loan Modification. However; if theloanisone
to three months past due, it may be a candidate for
alL.ossMitigation Modification. Modifications may
involve lowering the interest rete, payment reduc-
tion, and/or reducing the loan balance.

Myth #4: Loan modification proceduesare
the same with every lender.

Truth: Each lender has its own loan modifica
tion policies and procedures. They adso vary
depending on whether the servicing lender owns
the mortgage note or is merdy a servicing agent
collecting the payments on behaf of the end
investor(s). The procedures may aso depend on
haw many non-performing loansthe lender has and
whether it faces regulatory pressures.

Myth #5: | mugt belate on my loan to be €li-
gible for aloan modification.

Truth: Thisisprobably the most common mis-
conception. Loss Mitigation modifications are
typicaly available when borrowersare at least one
to three months late on their mortgage or if there
is an eminent possibility of default. However,
there are other loan modification programs avaik
able for borrowers who are current on their loans.
In either case, the homeowner must be able to
demongtrate a legitimate financia hardship war
ranting amodification.

Please note: our firm NEVER recommends to
intentionally default on amortgageloan. Thereare
several reasons for that. Firgt of dl, there is
absolutely no guaranty that just becausetheloanis
late, theloan modification will be approved. Being
late on amortgageruins borrowers@edit and lim-
its or eliminates other financing options. In
addition, lower credit score costs more money on
all consumer credit such as credit cards, car loans,
and ingtallment loans. Moreover, many insurance
companies can increase their premiums based on
perceied insurance risk associated with lower
credit scores. Findly, more and more employers
require good credit standing as a condition of new
or continued employment. Defaulting on a mort
gage should be the choice of lagt resort; only after
all other options have been exhausted.

Got Loan?

Our mortgagefinancing niches:

¥ Upto 95%LTV
¥ LoanAmounts:$100K - $25MM

¥ All CreditScoreConsidered
¥ Lendingin CA andHI

¥ Customlendingsolutionswith personalizegervice
¥ Loansfor PurchaseRefinance,andCashOut

¥ ResidentiaandCommercialProperties

¥ OwnerOccupied2ndHome,andInvestment

¥ InstitutionalandPrivate PlacemenEinancing

¥ InterestRatesaslow as5.375%*(5.62%APR)
¥ FixedandFlexible PaymentOptions

For more informationor to schedulea Freeconidential consultation pleasecontactRobertW. Dudekat
(619)280-9990ext. 110, toll-free 1-800-507-999@xt.1100r via emailat: rdudek@shlc.com.
*OAC, interestratesand termssubjectto market change.

RobertW. Dudek
ChiefLendingOfficer

Myth #6 L oan modifications are always easy
(or difficult).

Truth: Due to a huge volume of requests and
certain lega uncertainties on side of the servicing
lenders, the loan modification process can teke
time and effort. It can be frustrating, especially for
people who do not have a good understanding of
mortgge banking terminology. Most lendershave
atempted to GtreamlineOthair loan modification
procedures and some progress has been made.
However, it is still a case-by-case game, because
lenders want to make sure that people who are
attempting to modify their loans have a true and
legitimate financial hardship. Some modifications
are esser than other.

Myth #7 L oan modificationstake at least 90
daysto process.

Truth: A typical loan modification takes
between 10-90 days. Some more complex cases
can take longer, depending on the borrower€situ-
ation and the lender® capacity.

Myth #8 All loan modification companies
offer the same service.

Truth: Thereis an increasing number of com-
panies offering loan modification services. These
companies sent literaly millions of solicitations
via direct mail, email, and the Internet advertise
ments. Loan modification fees can range from a
few hundred dollars to thousands. A professiona
assistance may be very helpful in loan modifica

Loan Modification

¥ Behindin mortgagepayments
¥ Have mortgagepaymentgoneup

¥ Needto renayotiatea mortgagdoan
¥ Personafinancialhardship
¥ PoorcreditOK

Statevide Home Loan Corporation offers a loan modification service designed
to assist homeowners with distressed mortgages.
Borrowersin the following situationscanbeneit from this service:

¥ Unableto sell or refinancedueto lack of equity

For more informationand a Free Loan Modification consultation pleasecontactRobertW.
Dudekat 619-280-9990¢oll-free 1-800-507-999@xt. 1100r via email: rdudek@shlc.com.

Services

“\\“‘\,\,\\S\\\\E

tion negotiaions, however homeowners should

proceed with caution. Before engaging a loan

modifcation company, one must fully understand

the scope of its service and the fees involved. All

of that should be disclosed upfront and in writing.

Beware of any service provider Quaranteeing®
that the loan modification will be successful. The
truth is, that ultimately it is up to the lender to
agree to the modification. It is dways a good idea
towork only with areputable compary, which has
the highest rating (A+, A) from the Better
Business Bureau (www.bbbomg).

For questions or comments regarding loan
modifcation services, please contact Robert W
Dudek at 1-800-507-9990 ext. 110 or email:
rdudek@shlc.com.

Housing Market
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sures and bank-owned properties must go down.
In case of residential real estate, the magic num-
ber is about six months of supply. Six months of
syply means that it woud take six months to
sdl the entire inventory of properties for sde
based onthe current buyers@emand.

At the present, the nationwide sypply of resi-
dential properties for sde is on the average
around 12 months. Once this number goes to
down to six or less nonths prices will first level
off and then gradually start going up again. The
real question is not fObut Qvhen.O
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PEIME RAE ..o 4.00%!

10 year U.S. Treasury Bond ...........ccooovovervvvrenirrinnrrirnnne, 3.75%!

11th District Cost of FUNAS .......evvveeeeereeeeereeeereeerresene 2.76%!

12 MONEN MTA oo 2.22%"

1 MONth LIBOR......coeeeeeeeeeeereeeeeeeeeeeesee e 1.48%"
Source: SHLC Market Research 11/08




