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Bargain hunting picks up as Southern California hom e values fall further

Prices in the six-county region drop 29.3% in June compared with a year earlier. Some areas see sales  rise as foreclosed houses are deeply discounted.
By Peter Y. Hong

Los Angeles Times Staff Writer

July 17, 2008

Southern California home values keep spiraling ddwvat sales volume is picking up in the Inland Emind other areas where bargain hunters are
snapping up foreclosed properties at steep dissount

Home prices plunged 29.3% last month from a yedieeao a median of $355,000 in six Southern foatiia counties, a real estate information
service reported Wednesday. That's about wheregpwiere in 2004.

The number of homes sold in June was down 13.68% &gear earlier. But Riverside County posted aB%Jljump in sales, thanks to repossessed
homes being sold at fire-sale prices, accordirgat@Quick Information Systems.

Low prices are luring both first-time buyers and-fume real estate investors such as Kurtis anmti€iSquyres of La Quinta.

The couple have been buying two to four housesramaenost of them foreclosures in the Coachelldeyadnd Inland Empire. They look for the
cheapest properties they can find, aiming to bud/qarickly resell for a modest profit of perhaps £0D.

"That's the new market," Kurtis Squyres said oéftwsures, which made up 62% of all home salesvierRide County last month.
The housing market "would really be in troublehi&$e bargain hunters weren't so active," DataCanekyst Andrew LePage said.

Without these buyers, homes would languish evegdoon the market, leading to steeper price ciBalge said. But he cautioned that the uptick in
sales activity probably wouldn't lead to a bumpatues in the near-term.

"At some point prices stabilize, but that is siXt®months later easily," LePage said. "Then yalse looking at years of relative stagnation" befo
prices actually rise.

Price declines in Los Angeles and Orange countige been less severe than in the Inland Empirghbytare falling just the same. Home values
were down 23.9% in Los Angeles County in June foora year earlier, to a median of $415,000.

In Orange County, the median price in June was 085 down 23.3%. The median is the point at whiali the homes sell for more and half for
less.

By comparison, home values in San Bernardino ardrRde counties dropped more than 30%.

By the time the slump is over, home values througltze region will be down about the same amouptebably 40% to 50% below peak levels,
predicts Los Angeles economist Christopher ThompbéBeacon Economics.

Home values in Los Angeles and Orange countied@s@ roughly 25% from their peaks last year.

"In the places that were harder hit, it's pretBaclwe're getting close to the bottom," Thornbeid,dut "places like West L.A. -- where peoplasai
'It can't happen here' -- are starting to stumble.rit's a function of time."

Kurtis Squyres believes that many of the deserhtowhere he buys houses have hit bottom.
"Houses are already down 50%" in some neighborhdwsaid.

To find the best bargains in a market clutteredhaltandoned properties, Squyres said he and resspiind all day scouring real estate listings,
phoning brokers and sending postcards to abserapenty owners, asking whether they are interestselling.

They work out of a room in their rented house; thelg their own home in 2005 when they thoughtnifagket was about to crash.
Often, they buy houses that others might considens.
"You've really got to find that oddball and takevadtage of it," Kurtis Squyres said.

After buying a property, the couple try to unloads soon as they can to investors they court@nebsite, FarBelowMarket.com. Those buyers
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typically try to flip the homes for a quick profio.

Foreclosures and short sales -- homes offeredhferad prices below their mortgage amounts --reseeasingly shaping markets even in
long-established communities.

In Orange County, for instance, foreclosures amtsales constitute the majority of homes for salkeight cities, among them Aliso Viejo, Santa
Ana, Garden Grove and Anaheim, according to aryaisabf listing data by Aliso Viejo real estate keo Steven Thomas.

Overall, foreclosed homes made up 41.1% of the baolel in June, the first time the percentage dygzeld 40% in this real estate cycle. In June
2007, foreclosed homes made up just 7.3% of hotes.sa

When banks foreclose homes, they offer them finsséle at an auction, typically at a price lowent even the amount of the defaulted loan. Last
month in California, foreclosed homes went to arctvith opening bids set at an average of 31%tkess the amount owed on the loan, according
to ForeclosureRadar, a seller of default data.

Few of those homes find buyers at the auction.dlif@nia, 97% of homes auctioned are bought bacthb lender because of the lack of higher
bids, ForeclosureRadar said. Those homes are theyslenders on the open market, sometimes e¢paven lower than the auction price.

The spread of foreclosures beyond the newly beitetbpments in the inland counties is now affecfiriges in more affluent areas. Some analysts
had predicted the high end of the market mightpssabstantial price drops. But in June, the sales of Southern California homes valued in the
top one-tenth of the market declined 20% from a geaier, according to DataQuick.

Richard Green, newly appointed director of USC'sk.Genter for Real Estate, said prices might bemgthe bottom, even in higher-priced areas.
Green has been shopping for a house for himsé#fieifPasadena area.

"Two years ago | never would have bought a hous#ié neighborhoods where he is now shopping, ide sa
Green estimates the homes he is considering hiee &bout 20% in value since then, he said, whidar enough for him.
"I plan to live there until | retire, so if it goewn another 10% while I'm living there | will ncare," he said.

peter.hong@Ilatimes.com
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