Coronavirus and Real Estate - Top 5 questions answered

I'm being asked a lot of questions about the Shelter In Place (SIP) directive and how it's affecting
real estate here in the San Francisco Bay Area. So I'm devoting this article to address the top 5
questions I’m receiving.

1-  Are houses still selling?

First some context: Our Multiple Listing Service (MLS) has stopped allowing agents to post
broker tours and open houses. It has also frozen the “days on market” counting function so that
sellers aren’t taking a hit because we are sheltering in place. That said, there are homes coming
on the market every day, and yes, sellers are still selling and buyers are still buying. If you can
wait, and shelter in place, then do so. It’s the right thing to do to flatten the curve. If you’re
thinking of buying or selling in the first few months after this hold is lifted, we should strategize
now so you’re ready when the market comes back — and yes, | believe it will come back and get
busy, when this is lifted. Why do | think that? More on that, below.

2- How can property change hands if government offices are shut down, notaries can’t
come out, appraisers can’t assess homes, etc? What about lenders?

Santa Clara and San Mateo Counties were closed for a few days at the beginning of SIP. That
meant escrows weren’t being recorded because the County Recorders’ offices were closed. They
have overcome that issue with an electronic closing process. This is new, and it means they are
no longer the bottleneck.

A step before that in the process, loans weren’t being funded because notaries couldn’t get
signatures, and loan officers couldn’t get into their systems. That’s all been addressed. There is
now much more electronic signing than was previously allowed. There is still a requirement for
a few forms to be notarized, and that’s in the process of being addressed as well.

As for appraisers, some lenders are no longer requiring physical appraisals. Instead
photos/videos are being submitted.

3- 1 really need to sell/buy now because of what’s happening in my job/family. Is it
possible?

Yes. It depends on your circumstances. There are properties selling both on and off market with
regularity right now. We agents are doing live video tours of properties using apps like Zoom or
FaceTime. Buyers are writing offers with contingencies to do a physical walk through after

acceptance. | received one just this morning. Will this work in every situation? Of course not. |



am advising my clients with health concerns NOT to show their occupied property now. Don’t
risk your family’s health. It’s just not worth it. What if the home is vacant? Land and lots?
Buyers are still visiting them. If you have an urgent need, call me. We’ll can discuss the best
way to help you through a transition.

4- How’s the market?

Just like there are micro-climates up and down the Peninsula and South Bay, there are micro-
markets, and there are many: condominium high rises with amenities on the ground floor,
properties walking distance to tech companies or dinner in town, single family homes in the
mountains, luxury homes... Saratoga is not Sunnyvale, and it is not San Francisco. 1’m only
going to address the basic trending here. For more specific information, please call me. I’'m
happy to share with you the market trends for your situation. Now is a great time to learn about
the market you’re interested in so you can come out of the gate ready to go.

In general inventory is at historic lows — again. Some homes are selling in a matter of days. All
cash is leading the pack in offers because there’s no possible delay from the lending side. On the
flip side of that, some all-cash offers are extremely low, as investment buyers are betting that
sellers are stuck and forced to sell. They’re learning that’s not the case. In other words, this
market is very similar to other tight markets we’ve been in before. Supply still drives many of
these local markets, but not all.

5- I’m hearing there’s a recession here/coming soon. Won’t that cause a problem with our
local housing prices?

Recession DOES NOT
Equal Housing Crisis




This is by far the biggest question I’m getting. As | always say, my crystal ball gets foggy at
about 30-45 days into the future. | have some information from other industry leaders you may
find helpful. As most of my clients know, | attend economic and real estate conferences to hear
what others are predicting. Here’s some information | gleaned last week from a teleconference
of several thousand high-producing agents across the country.

“With the sudden economic stop, and with
many states shutting down by closing down
schools, bars and restaurants...my view is the
US economy in now in a recession (started in
March 2020), and GDP will decline sharply

in Q2 (as Goldman Sachs is forecasting).
The length of the recession will depend on
the course of the pandemic.”

Bill McBride

Calculated Risk

Everyone hears the word “recession” and thinks “Great Recession” of 2008. Let’s remember,
that was a historic anomaly. Real estate is a market, just like stocks or bonds. It is cyclical.
Times of growth and recession recur. The difference is the 2008 recession was caused by the
housing crisis. The current economic issues causing this current situation are not related. They
are of limited time span, and will also pass.

“We do not expect a repeat of the severe
recession of 2008-2009, because the virus
and oil shocks are not endemic to the
financial system but are, rather, external.
Once the virus infection rate peaks,

we expect a recovery to gain momentum

into the final quarter of the year and
especially into 2021.”

Wells Fargo Investment Institute

3/17/2020




Let’s look at some trending. Yes, in 2008 housing prices nationwide fell. If you look at prior
recessions, that is, remove the anomaly of 2008, during three of the last four recessions housing
prices actually increased.
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So assuming this is a recession, when will it end? When will people go back to work, when will
the economy regain strength? Here’s one prediction:

Goldman Sachs GDP Forecast

on 3/17/2020
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“..with further strong gains in early 2021.”

@ Keeswig Curnent Marmers

The bigger question is going to be when will the virus be contained? That’s the current driving
factor of the economic slowdown. Again, sheltering in place is the right thing to do.



Let’s layer on some of the good news. Mortgage rates have been at historic lows. It is expected
that they will drop again, after the virus passes. Why? The Fed dropped short term interest rates
twice recently. You may know that short term rates are not directly tied to a 30-year mortgage.
It’s meant more for short term loans, like home equity lines of credit (HELOC), or buying a
car/boat, business loans, etc. However, it does influence what’s happening.

20

18 For almost 50 years, the
30-year mortgage rate
has moved in unison with the

10-year treasury rate.

16

14

12

10

==10 Year Treasury Rate

2  ==30 Year Fixed Mortgage Rate

0

1972 1980 1990 2000 2010 Today

(© Keswia Cumnewt Marrens

For every half a point decrease in interest rates, a buyer’s purchasing power increases 10%.
That’s the portion of the monthly payment that is not going to interest on that half point, but is
instead going towards principal. Buyers can afford more now than they could in the last few
years.

Payment as a
% of Income

Historic Norm

21.2% >

Mo M Setesber Octoler Wownber Oucwnbe lmary Felrusy  Maech  Apdl My Juee  Aly  AumE Sesembur Ocioter Nownbar Ducenber Ny

(© Kexswa Cumnent Marrens



In a normal annual cycle, transactions slow down over the winter holidays. Then by Spring, pent
up demand is looking for supply, and sellers are readying their homes for the spring market. In
the last few weeks, many local markets were starting to increase into a normal cycle. Then the
virus hit. So, we are pausing. | fully expect to see sellers who had planned to sell come on the
market when this pause ends. Buyers still have pent up demand. Everyone is still looking on
line, either sellers at their competition, or buyers to see if the dream home hit the market.

It will return. Hang in there. Be kind to the people you’re living with, and look for ways to
enjoy this unusual time.



