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Market Update – 2012 Year End Review
A year ago, Ron Peltier, chairman and CEO 
of HomeServices of America was one of the 
few housing experts to forecast that 2012 
would be a year of recovery. 

 “The year 2012 will be a transformational 
year from correction and continued distress 
to stabilization and minimal recovery, and 
slow, steady growth going forward,” said 
Peltier.  

Noting that home prices had corrected to 
2002 levels, he explained, “Affordability 
for home buying is now at an all-time 
high. Today’s home values are realistic and 
when looking at the low interest rates and 
the overall economics of ownership, the 
monthly cost to own a home today is the 
same as it was in 1981.” 

Nowhere was an improvement in housing 
more dramatic than in California. 

As we wrote in our March 2012 report, 
previous November sales were dominated 
by homes priced under $300,000, sold to a 
record share of absentee buyers.  

In Southern California, according to 
DataQuick, transaction volume rose for 
homes priced under $400,000 by 6.1% 
while sales of $500,000 and above fell 
nearly 16% from the previous year. Sales of 
homes $800,000 and above fell 17.6%. 

Investors were nearly 25% of Southland 
homebuyers.  For the next few months, 
they snapped up entry-level homes, driving 

supplies to zero in many areas. Certain price 
ranges, neighborhoods and, in some cases, 
entire communities reversed from lazy 
buyer’s markets to frenzied seller’s markets. 

By December 2011, the California 
Association of REALTORS® said that the 
median price of an existing, single-family 
detached home was $285,920 and sales 
volume had risen three months in a row to 
the highest level in a year. 

In the new year, FHA government-
guaranteed loans were restored to higher 
temporary borrowing limits, which reduced 
some anxiety for buyers and sellers. 

The national unemployment rate dropped 
to 8.4%, allowing banks to approve more 
short sales and foreclosure write-offs, 
moving stagnant inventory through the 
pipeline. 

“Between record low benchmark interest 
rates and prices well below 10-year 
averages, Southern California homebuyers 
“committed to a typical mortgage payment 
of $983 – the lowest on record since May 
1999. Adjusted for inflation, it’s the lowest 
payment on record since 1988,” we wrote 
in April 2012.  

Over the summer, Southern California 
homebuyers snapped up affordable 
traditional homes, with first-time buyers 
competing with investors. Because prices 
were rising and banks approved more 

short sales, the logjam in housing began to 
untangle. Mortgage defaults due to job and 
equity losses began to wane, hitting their 
lowest point since the third quarter of 2007.  

By August 2012, upscale homes were also 
selling briskly. According to DataQuick 
numbers, the number of homes that sold 
for one million or more rose to the highest 
level in five years. Between April and June, 
upscale housing volume rose nearly 80 
percent over the first quarter. 

California housing sales began to positively 
impact national numbers. Between July 
2011 and July 2012, national home prices 
increased 3.8 percent – the largest year-over-
year gain since August 2006, according to 
the Corelogic Pending HPI. 

National inventories of listed homes 
dropped 24.4 percent in a year, from 
9.1-months’ supply to 6.6-months on 
hand. A balanced inventory is said to be 6 
months on hand. 

With housing prices still 38% below the 
peak of April 2006, homebuying in the fall 
in California was even more attractive to 
buyers. Our November 2012 report stated 
that “prices rose 15.5 percent statewide over 
the previous year to a seasonally adjusted 
median price of $343,820 in August 2012.”  

As we enter 2013, housing indicators are 
even more positive than they were at the 
beginning of 2012. 
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Unemployment continued to drop in the 
fall, reaching 7.7 percent in November 
2012 – a four-year low, according to the 
Bureau of Labor Statistics. 

Conforming loan limits for high cost 
areas such as California will remain at 
existing levels in 2013 for Fannie Mae 
and Freddie Mac conforming loans. 

The biggest “if ” for housing is whether 
or not tax relief benefits for foreclosure 

owners will be allowed to expire in 2013. 
If so, the logjam of foreclosed properties 
could return as underwater homeowners 
opt for foreclosure over short sales with 
tax penalties attached.  With foreclosed 
homes selling at as much as a 38 percent 
discount to equity homes, says Realty 
Trac, prices could fall once again. 

No matter the outcome, Ron Peltier sees 
a shining future for housing. “The U.S. 

population is growing at approximately 
3 million households a year, yet we are 
currently forming half that number. 
This means pent-up demand for home 
ownership as the costs to own drop 
below the cost to rent in many areas.”

It’s a great time to buy a home. 


