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In case you haven’t heard,
the real estate market has
changed dramatically in the
last few months. In Eagle
Rock 90041, there were 16
active single family home
listings as of November 19,
which is the lowest number
I’ve seen in the Multiple
Listing Service ever. There
are 49 active in 90065
(which includes Mt.
Washington, Glassell Park,
Sagamore Park), 47 in 90042
(which includes Hermon
and Monterey Hills), and 25
in South Pasadena.

Even more interesting is
that the Months of
Inventory number has gone
down by 80 to 90 % in most
market areas. This is the
number of months it would
take to sell all the currently
listed homes at the current
rate that homes are selling
in that area.

Both of these numbers
indicate that we are well
into red-hot Seller’s Market
territory, which is
commonly believed to be
less than 4 months of
inventory. When this
situation occurs, prices
usually go up. And they are
going up, but with much
agony from several fronts.

Let’s look at this
objectively:

Interest rates continue to
be historically low, in

general, well under 4%.

There is very little on the
market to choose from.

While prices are going up
and competition for good
properties is fierce, average
sales prices are still as
much as 20% below what
they were in 2007.

Homeowners who are
motivated to sell right now
have the opportunity to sell
quickly (if their property is
priced attractively) and

probably for more than
they would have gotten in
the previous 4 years.

So what is the problem? I
think we have an epidemic
of buyer’s remorse
sweeping our
neighborhoods. We have a
very fast-moving market: if
you don’t jump on a
property and make a
competitive offer right
away, you will lose out on
the chance to buy it. So
after a buyer has missed

out in a few multiple offer
go-rounds, s/he learns to
jump in fast and offer high.
Then, in the inspection
period, any issues can be
negotiated or the escrow
can be cancelled with no
penalty. A buyer feels that
this is perfectly fair because
s/he has had to jump
through so many hoops
just to have the
opportunity to buy the
house, that the seller will
just have to put up with it.

The most common myth
and misunderstanding we
are seeing lately is “If the
Buyer backs out, they can
lose their deposit, right?”

That is what Sellers
assume, but today’s
California Association of
Realtors Residential
Purchase Agreement (RPA)
is a little more complex. If
the Buyer and Seller have
initialed the Liquidated
Damages clause, and the
Buyer has removed the
Inspection Contingency,
and then the Buyer cancels
for no reason, then yes, the
Seller may keep up to the
amount of the Earnest
Money Deposit (EMD).
However, it is extremely rare
that a Buyer would actually
forfeit their deposit with all

the loopholes available
today.  For example:
1. Any new disclosure from
the Seller’s side can trigger
a new disclosure period.

2. From the CAR website
FAQ: Question 8. Does a
liquidated damages clause
automatically entitle the
seller to the buyer’s deposit
if a transaction does not
close?

Answer: No. As already
stated, a liquidated
damages clause only
determines the amount of
money a seller can recover
from a buyer, and then only
if the seller can prove that
the buyer breached the
contract. A buyer may fail
to close a transaction for a
variety of acceptable
reasons (e.g., where the

buyer’s obligation to
purchase was contingent
on the buyer obtaining
financing, and the buyer
could not reasonably
obtain financing). To
recover liquidated
damages, the seller
generally must prove in
court or arbitration that the
buyer’s failure to close the
transaction was wrongful.

Bottom line, in a real estate
transaction today, there are
no guarantees that the
buyer will close the escrow
until you receive the call
that the recording is
confirmed. As Bette Davis
said in All About Eve,
“Fasten your seatbelts, it’s
going to be a bumpy
night.”
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(Market cont’d from pg. 1)
We had one buyer recently
cancel before she had even
done an inspection, and
two days later came back
and asked to be let back in
to the deal. She admitted
that she had been listening
to her friends advice and
they had frightened her
into backing out, but then
she realized she really did
want the house.

The seller, on the other
hand, feels that even the
highest offer doesn’t come
close to what they might
have gotten in 2007. In
many cases, they
refinanced or bought in
2007 and are taking a loss
in order to move on in their
lives. The top 5 reasons
why people move haven’t
changed: Job change,
relationship change,
income change, more or
fewer children, death.

As a listing agent, I do my
best to minimize the impact
of these dynamics on my

sellers. One idea has been
for the seller to do an
inspection up front, so the
buyer can have a good idea
what the condition of the
property really is. We have
done this many times over
the years and have found
that it does help, but
buyers more and more seem
to feel that anything that
doesn’t show up on the
seller’s inspection but does
on their own inspection
automatically should be
paid for by the seller. Many
buyer’s agents have
decided that their value is
to negotiate big credits for
their buyers. Of course we
want to do the best we can
for our clients, but when
the zeal for “getting the
most back” results in the
escrow cancelling, is that
really doing such a good
job? As the available listing
inventory shrinks every
day, sellers are going to
become less worried about
having the escrow cancel

because they are often
getting higher prices with
the second and even third
buyer. Buyers today are in
danger of either being
priced out of the market
completely or of just not
being able to find another
property that they like that
is available.

In conclusion, we don’t
know what the future
brings. Will the market go
up or down in the spring?
There are so many
variables, some that we
know, many that we don’t.
If you find a home that you
love and it is in your price
range, go for it. Remember
that no home is perfect,
even new construction.
There are always problems
to be fixed. But put fixable
problems in perspective
with finding a home that is
in a good location and that
fits your needs.

I spoke recently with a
buyer who closed escrow

on one of our listings in
July.  We had had multiple
offers and their agent had
done a great job of helping
them be the winning bid.
They had paid $46,000 over
asking with no appraisal
contingency, the property
appraised for less than their
purchase price and they
made up the difference in
cash. But we didn’t talk
about that. All she could
talk about was how thrilled
they were to be in their
home, how great the
neighborhood is, how
lucky they were to get the
house. I have seen them
many times over the last
few months with their new
baby in the stroller, walking
with their dog all over the
neighborhood, big smiles
on their faces.  So what is
more important to you,
negotiating every penny
you can, or actually buying
a house you will enjoy
living in?

Within two weeks of
closing escrow on their
townhome, our buyers
received some notices
about ordering deeds and
homestead requests. The
requests didn’t ask for a lot
of money, just $48.95 and
$89.00. Imagine, though, if
you sent these notices to
every new property owner
in Los Angeles County
every day—thousands and
thousands of them! If even
a tiny percentage of people
send in their checks, these
scammers are making some
serious money.

The notices look official,
they seem reasonable, and
they probably actually do
send you the document
they charge you for, so
what’s the problem?

YOU CAN GET THESE
DOCUMENTS FOR FREE!

I especially love the notices
that offer to send you the
only document that
identifies you as the owner
of the specified property.
Absolute poppycock! But
the best part is they have a
huge disclaimer printed on
the top of the form that tells
you that you can obtain the
same proof from the
County Recorder for a
nominal fee. Evidently,
people don’t read this
notice or they would
instantly throw it in the
trash.

As always, if you ever
receive something
regarding your real estate
that you don’t understand
or think sounds odd, call
me! I’m happy to check it
out for you, no obligation.

My clients were smart and
thought to ask me about
this. But I can imagine
many buyers just do what
they are told. It’s natural
after a couple of months of
signing crazy documents
that make no sense to them
almost daily during the
overwhelming escrow
period that eventually
results in the purchase of
their home.

If you have recently
purchased a property and
you want to file a
homestead declaration
(which is not necessary,
really) go here: http://
www.caldocs.com/
resources/publications/
real-estate/Homestead-
Declaration.pdf.

Top 5 Reasons
Home Prices are
Rising
According to the Wall

Street Journal:

1. Affordability:
Prices still 20%
below peak,
mortgage rates very
low
2. More households
are forming
3. Rents are rising
4. Distressed sales
are down
5. Inventory of
homes for sale is
down

Scam Alert!
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665 homes sold in

90041, 90042, 90065 in
2011

212 homes for sale in

January 2012

105 homes for sale in

November 2012

47.8% drop in

number of homes for
sale (Aug 2011-Oct
2012)

17.5% increase in

number of homes sold
(Aug 2011-Oct 2012)

1.6 months of inven-

tory on the market (as of
November 30, 2012) in
Northeast LA

26.3% rise in

average sales price over
the last 15 months (Aug
2011-Oct 2012)

$1,350,000
highest sale in 2012 as
of Nov 30 (4211
Glenalbyn, Mt Washing-
ton)

$80,000
lowest sale in 2011 as of
Nov 30 (486 Museum,
Mt Washington)

The California Association of Realtors (CAR) closely monitors and analyzes
trends in the residential real estate industry.  The table below contains the latest
reported existing home sales series, median home prices, unsold inventory index,
median time on market, first-time buyer housing affordability index, and the
latest motgage rates.

For the purpose of these numbers, Northeast LA is defined as a combination of the 90041, 90042, and
90065 zip codes.  These numbers included single family homes only. All data is from the MLS and
ForeclosureRadar.

Real Estate by the Numbers: Northeast Los Angeles

Number of Homes For Sale/Sold/Pended in Northeast LA (Aug2011-Oct2012)

In order to provide you with even more up-to-date information on the market and the community, we are launching a new
website this month! Same name, www.TracyKing.com, all new look.  We are so curious to find out how you like it, we will
send you a token of appreciation if you sign in with your address and give us your opinion.  Thank you!

Coming Soon!
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We have the lowest inventory of
available properties for sale that we
have seen in at least ten years. That
means that if you come on the market
now, you will be the star of the show.
Every single property we have listed
recently has sold immediately, mostly
with multiple offers.

We are seeing both national and local
news articles about the housing
recovery. Inventory is down,
mortgage rates are down, prices are
creeping up both month to month and
year over year. One of the factors
influencing why the inventory of
homes for sale is so low right now is

that as much as 29% of current
homeowners owe more than their
home is worth, so they can’t or won’t
sell, even if they want to. With home
prices rising, many of these
underwater home owners will have
enough equity to finally be able to
sell. We saw a couple of cases in
Eagle Rock recently where the listing
started out as a short sale, but
multiple offers bid up the price to a
regular sale.

But if I wait, won’t I make more?
Maybe you will, maybe you won’t, we
don’t have a crystal ball. But if
everyone waits till Spring and comes

on then, the big advantage of low
inventory disappears. We don’t know
what will happen with the “fiscal
cliff.” We don’t know what the
national or world economy will do. All
we know for sure is that this is the
best time in the last four years to sell.

I’m not ready yet!
That’s ok, we are ready when you are.
Let’s discuss your options and make
a plan that works for you. Contact us
for a private discussion of your own
situation and perhaps we can help
you design a good plan for your next
move.


