Mike’s Memo
RE/MAX of Santa Clarita

July, 2011

Happy Summertime Update Folks!

It’s been some time since you’ve seen a “Mike’s Memo.”  But, you’ll be seeing a lot of my “musings” more often: on the real estate market, community, and things you just might find of interest round and about town.  As we know, these are exciting and challenging days for nearly all of us.  So, I thought I’d re-read my real estate commentaries I’ve saved over the past twenty years, specifically those over the last five, and reflect on what I thought was worthwhile sharing with you back then…and also see what has changed, and remained the same.
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Here’s a change or two: As many friends have recently heard, the SCV’s fundraising and beat-the-heat nautical escape,” The Echo, has set sail into the sunset…After less than two weeks on the market, SOLD, to a loving family who are cruising the boat North to berth in San Francisco Bay.  Let’s wish she brings all the joy and success to her new Captain and crew that she brought to friends, our community, and certainly me. 
So, I’m now a “land-lubber” for the fist time since 2004.  Unusually enough, I love it!  There’s nothing like a proper bed, real shower, and a toilet that flushes—instead of pumps (
There’s more…“NEW,” is the theme! I now have a new business HQ in the grand RE/MAX building off Dickason Drive in Valencia, with a huge office suite graced with a panorama of the Valley, a new email address, and new phone contact information (see below).  I also have a new and exciting business model I am applying to this ever so challenging and changing market.  After more than 20 years Partnered as this Valley’s premier real estate team, Tracy and I are charting different courses, separately. While we shall certainly work together ever servicing our mutual past clients and friends, we will cultivate future business independently, while not sacrificing the extraordinary administrative and back-up support we have always been so fortunate to enjoy.
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The press has come a long way since Mr. Roosevelt told the “greatest generation” they had “We nothing to fear but fear itself.”  We’ve all seen the media become extraordinarily more aggressive in beating into the ground every subject, good or bad.  The latest “Chicken Little” terror they’re trying to strike into us is the Debt Ceiling Crisis.  For the press, if it’s already not such a good story, let’s make it worse; if it’s good, let’s find the lousy in it.  If it’s really good, let’s just not report it. And the more competitive it’s become to quickly grab the public’s attention, the more irresponsible the reporting has become.  Bottom-line today, to the media, “reactionary” hysteria and fear seem to sell, “actionary” calm doesn’t. Email, the web, texting, IM-ing, Facebooking have evolved people’s expectations to demand information now, not the next day, rather the next second, or folks seem to move on.  That demand in-turn has forced reporting to base itself on jumped-conclusions and assumptions, before time-taking facts are in.  And, that brings us to real estate.
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We all know foreclosures have been the hot ticket for the past couple of years.  However, since the New Year the market in general has begun a correction in an improved direction for “standard” (i.e, traditional) sellers due to the absorption of REO inventory, and buyer frustration with the snail-like progress of short sales. While “word has it” there is another wave of already bank owned properties soon to be released…many of which were mis-handled and/or plain failed short-sale attempts… the conventional standard-seller number of homes is very low…less than 25% of the market, with the balance being 25% foreclosed properties and 50% short sales.  Now of the three types of “product” on the shelves, only one MUST sell…the REO’s.  Bank’s can not own houses in perpitiutiy….but a short sale can fale and become an REO; and a standard-seller can just choose to take their property off the market.  So, while short sales make up the majority of the  housing inventory, the make up less than 25% of the closings, with the balance being standard sellers and bank owned properties.  The moral or the story for banks has been evident…their homes will sell…they have to sell them, while serious standard sellers don’t, are beginning to reap the windfall of tangibility too.



  With many fine “non foreclosure” properties on the market why do folks seem to lean in the direction of bank owned homes?  I think there is a reason as sociologically driven as there is financially in the popularity of buying “REO’s.”  Peer pressure and peer approval didn’t end in high school for most folks.  Indeed, in tight knit suburban communities like ours where everyone knows everyone else, instead of seven degrees of separation, there’s only one, peer pressure seems even stronger. The headlines, television, and the web all tell people not to buy, “the sky’s still falling.”  The Media really don’t go into specific detail, just enough to create a little hysteria.  So the public aren’t inclined to buy, even if they want to, because they think they may be thought of as foolish.  However, as foreclosures have been built up to be extraordinary buys, therein rests the “legitimizer.”  The mindset appears to be that folks can support their decision to buy to their family and friends if it is a foreclosure, as to everybody these days that represents a real “deal;” and not always so.
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We all seem to succumb to peer pressure in some ways, we wait to see what others are doing before we take action ourselves. We’re told what to buy, what to wear, what to eat, where to be seen, etc.  However, there’s an element in society that doesn’t.  I call them “Chiefs.”  These are men and women who aren’t remotely concerned with what folks think of their decisions.  Most have comfortable portfolios, though some don’t; but, they all have a perspective that’s long term, not immediate.  They got where they are from long range “actionary” thinking, not “reactionary” thinking. These are the home buyers and sellers of today, across the country. 

The long term thinking home buyers are those that say, “We’re not getting any younger.  Interest rates are “free.”  The economy will correct itself.  There are some great property purchase opportunities  to choose from.  Let’s dive in.”  They know if they hang back until everybody else decides to do something, everyone will all act at once, and the resulting home choices will diminish.  The long term thinking home sellers are the same, “Let’s price the home right so we can sell it, and then do what we want.” The short term thinking buyers and sellers today are “testers.”  They write low offers to see what they can get, and then they cancel the transaction mid way because they’re still scared of the market. They’re worried what their friends might say and think of them for buying.  So, they just don’t.  The short term thinking sellers are the ones who want to sell high and buy low.  That’s what we’d call a “pretend” listing.

Today the rare headlines that indicate sales are down but average prices up are the result of the “Chiefs” who have money driving top end home sales, which pulls up the median price, but the media doesn’t want the general public to read into what that indicates. It means the “have’s” are having, and why not.  It’s no surprise the media doesn’t cover real estate markets like Ventura’s coast, Malibu, West LA, Beverly Hills, Montecito, etc., those real estate offices had healthy sales all this year. That would make a terrible headline. Rather the news always rolls the Antelope Valley, and the Inland Empire into the overall statistics and generalizes it’s all bad.  
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    Upside down and backwards… As I’ve commented before, there’s a truly salable “standard” inventory and an “If only” inventory of homes.  The latter constitutes the glut of “short sales” out there.  We don’t even have to explain what short sales are any more as they are such a prominent part of the market. These are of course the homeowners born of the adjustable rate note, or those that pulled out every dime in equity lines (HELOC’s) at the peak of the market for practical purpose or pleasure, or perhaps simply watched their neighborhood’s plummet in value beyond reason.  Short sales are “For Sale” signs which should have a big “if only” rider on them.  The “if only” is if the bank will accept thousands less than what’s owed, if the homeowner can prove hardship, and if the would-be buyer is willing to wait months for an answer from the property owner’s bank.  However, the banks are stream-lining the short sale approval process daily….making the “If only” process more promising for a seller and a would-be buyer. Short sales now represent on average 20% of the escrows closing in our Valley, but 40% of the inventory.
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There’s a shocking surprise that is most material for anyone we may know facing foreclosure or is considering a short sale on their 

home, and not comical in the least.

Many homeowners have Home Equity Lines of Credit, better known as “HELOC’s” or have taken out second mortgages on their homes.  These are all considered “non-purchase money” loans, as actually is any refinance of a property… these are not the loans folks used to “purchase” the properties.  However, in some instances second mortgages may have been secured at the time of purchase, but are still “junior liens” (any loan behind the first trust deed) and ALL junior liens have potential recourse on a borrower in the event of a foreclosure or a short sale.

The other day I sat in a real estate meeting in horror as an agent narrated a transaction where she sold her client’s home through a short sale and the junior lien agreed to remove itself from the deed on the house, thereby allowing enough equity for the first mortgage to be paid and the ownership of the property transferred to the new buyer. The agent thought that was sufficient, so did the client.  The only thing the agent didn’t secure from the junior lien was wording where the bank would agree to accept no payment and consider the loan settled for no consideration in removing themselves from the deed…They didn’t provide that language, simply that they’d release themselves from the property, which they did.  The agent and client thought the latter meant the same thing. It didn’t, and the bank is hunting the former owner for repayment of the $200,000 loan.  Now, in the case of foreclosure, if a junior lien behind another gets wiped out the bank has equal recourse for full repayment, plus penalties.  The goal in this short sale scenario is to have the junior lien(s) agree in writing to the loan being settled for some specific amount or repayment for removing the lien from the deed.

The junior loan wants to get tough it can come after the former owner using all legal means. They can go to court under a breach of contract claim just like a credit card company can. It's an unsecured debt at this point, and since the homeowner signed the note, it is fair game. On the other hand, perhaps they will simply go away. We never know. This second mortgage situation is a huge event today. California is a "non recourse" state but that only applies to the first mortgage in most cases, even if it is a refinance. As many people are finding out, just about everywhere under current conditions borrowers can be held personally liable for second mortgages after foreclosure has happened on the first mortgage, or a short sale has been negotiated with great ignorance.
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Folks who remember my news letters, and columns in The Signal, during the “recession (it was actually a “depression”)” of the early 1990’s recall I was always writing of a silver lining during a really bad time.  Many folks were out of work, interest rates were higher, and for the most part every home sale was either a foreclosure or a short sale.  That was a tough time to make the glass look half full for real estate, but it really was.  Think about it, anyone who bought a home in the “recession” may have seen a home value decline, but today it’s worth 250 (plus) % what they paid.  Real estate is a loop the loop up, not down.  Folks buying homes today may see a dip in value, but ultimately they’ll be miles ahead of the game.  Today they have choices, tomorrow they won’t.  And, for those folks waiting for the market to “hit bottom,” do they think they’re unique…will they be the only one’s that know?  No, everyone will know, and that’s when everyone will buy, and when everyone will have missed today’s most opportune time to purchase a property.
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Most of us in the business see light at the end of the tunnel for the first time.  Sure the foreclosures will continue, and the short sales will bog-down the inventory, but the banks are quickly shoring up bad loans and defaulting mortgages.  Listen to all the ads on radio and TV. They don’t want to take homes back.  Wall Street won’t stand for it. These folks in trouble aren’t like those who lost their homes in the “recession,” they were jobless.  Today’s victims of fraudulent lending are typically still as gainfully employed as they were when they bought their homes, they want to keep them, and the banks are working to do so. That’s just part of the light at the end of the tunnel.
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  I’ve been hyping the second-home-market out in Ventura ever since I sailed my boat from Marina Del Rey to Ventura Harbor and discovered you can find a “cool” little beach house no more than a block from the shore around the $500,000 mark, some are even near $400K…and not condo’s.  Would it be one of our 3000 square foot palaces in town?  No, but you can walk to the sand…not a bad trade-off for square footage, and just an open-road 45  minutes on “the 126.”  Over the recent months we’ve had a number of friends and past clients who’ve decided to retire near the sea, buy homes.  Regardless of weather they think prices go up or down, by the time they’re ready to retire the cycle will have completed itself and “affording” a property near the shore will be beyond reach then.  Now, they’re pulling out a equity from their existing homes and finding a little piece of “peace” by the sea.  And, apparently at a 60% sales increase over last year, others are catching on too. 

As usual, we wish you and yours a wonderful and reinvigorating Summer.  Always know we’re here for your real estate needs and love and are grateful for your referrals, both large and small.  Look to www.tracy-mike.com for real estate and other updates, and we welcome your emails and calls anytime.  Call on me for an “Equity Check-up” anytime.  And if you know of people in need of real estate advice, whether in crisis or not, I’d love to help.
My very best as always!

Cheers!

Mike

Mike Lebecki

RE/MAX of Santa Clarita

27720 Dickason Drive

Valencia, CA 91355

661-702-4555 Office Direct

661-702-4505 Office Fax Direct

661-205-6661 Mobile and Text

Michael.lebecki@gmail.com

MikeLebecki.com
PS:  There’s something else that has remained the same… Rather, someone: Rita Amy Francis Smart at 102, and doing very well(
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