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Dear Colleague,

Now What?

There will be little talk of a soft landing around the
Thanksgiving table. This real estate market continues to
confound and exasperate industry veterans. Even the
most positive among us cannot dispute plunging home
sales, tightening credit, rising inventory, increasing
foreclosures and declining builder confidence.

Amid the malaise, there are a few bright spots,
contradictions, and interesting conversations.

The desirable seaside neighborhood of Solana Beach is
one example of the market schizophrenia. While
neighborhoods to the north and south, Encinitas and
Del Mar, saw double-digit appreciation in home values
from third quarter 2006 to 2007 (+21.7% and +17.5%
respectively), Solana Beach valuations plunged -31.6%
in that same time period (source: DataQuick Information
Systems as reported in the San Diego Union Tribune).
In addition to Encinitas and Del Mar, the other most-
appreciating neighborhoods are Coronado

(+15.4%), Carlsbad SW (+12.7%), and Escondido W
(+9.3).

The five most-depreciating neighborhoods, including
Solana Beach, are Logan Heights (-26%), Point Loma
(-21.6%), National City (-20.1%) and Rancho Santa Fe
(-18.6%).

Bottom line: This is not an equal opportunity downturn.

Even though housing sales fell in September to their
lowest level in more than a decade, this decline seems
largely centered around the move-up market of homes
priced from about $500,000 - $700,000, according to
Robert Brown, an economist at Cal State San Marcos.
"The latest figures mask the strength of the first-time
and high-end market" said Brown (source: San Diego
Union Tribune). Merrill Lynch analysts do not agree.
Their November 9 review stated that "all price points
are dropping as high-end buyers drop out of the
market.” They cited Toll Brothers' weak orders and 39%
cancellation rate as part of this trend.

San Diego County is faring better than most of Southern
California. San Diego began the correction first and its
home prices are less expensive than in Los Angeles and
Orange counties.

Michael Pattinson, president of Barratt Homes of
Carlsbad, provided a thoughtful perspective on builder
discounting vs. incentives in an interview with the San
Diego Union Tribune (Homes Section October 21).
"Discounting drives more consumers out of the market
than it brings in, which is what we're seeing today,"
Pattinson said. He was critical of Wall Street's pressure
on public home builders to make sales at any cost,
hurting markets across the country in the process.
Builder incentives, on the other hand, are legitimate
measures that make houses more affordable without
lowering sales prices and valuations.

We will need more of this wise leadership in the months
ahead.

HAPPY THANKSGIVING FROM
SNOW PROPERTIES

After Thanksgiving, Snow Properties will have a new
address at: 516 Latigo Row, Olivenhain, CA 92024.
858-756-8500 phone

858-756-8585 fax

Please update your records.

Eorward this message to a friend or colleague.

Snow Properties provides project management

services to developers, financial institutions, owners and
managers of real property assets in Southern California.
Its expertise spans three decades and all stages of real
estate development.

Disclaimer: This newsletter is not intended as a recommendation to
take action on real estate-related activities or transactions. It is a
summary of recent market news. The selection of featured information
reflects perspectives as of publication date and may be subject to
changing market conditions. The publisher recommends you seek
professional advice from an attorney, financial planner or accountant
before making any financial decision.
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