
Whether you are planning on purchas-
ing a home as a primary residence or 
as an investor, start 2012 by arming 
yourself with the knowledge of the top 
trends expected to shape the real 
estate markets in the new year.  

Home Prices, Sales To Rise Slightly 
in 2012: The California Association of 
Realtors (CAR) expects a slight 1% 
rise in sales to 496,200 units in the new 
year. CAR projects the median home 
prices in the state will rise by a modest 
1.7 percent to $296,000, as the lacklus-
ter economy continues to weigh on the 
minds of consumers.  

Mortgage Rates Expected to Stay 
Low: We begin 2012 with fixed interest 
rates almost a full percentage point 
below where we began 2011. Thanks 
to the European debt crisis, mortgage 
rates are hitting their all time lows in 
the U.S. If the European debt crises 
intensifies potentially expect even 
lower Treasury yields and mortgage 
rates as money flows into the safe 
haven of U.S. Bonds. You could see 30
-year fixed mortgage rates move down 
into the 3.5% neighborhood on aver-
age. These low rates may exist only for 
a day or so because of market volatil-

ity. For much of 2012, we expect rates 
to fluctuate between the low to mid 4% 
area for conforming 30-year fixed 
products, and even lower for adjust-
able rate mortgages.  
      The bottom line is that while mort-
gage rates are not going to be an 
impediment to well-qualified borrowers 
during 2012, you should be ready to 
act in securing all time low rates. 

15-Year Amortization Loans on 
Rise: With rates at near all time lows, 
more homeowners are likely to chose 
the 15 and 20-year amortization terms 
over the traditional 30-year term. A 
$200,000 at 4% for 30 years is $955 a 
month in payment. A similar loan at 
3.5% for 15 years is at $1,429 a 
month. The difference in savings over 
15 years versus 30 years is $86,580. 
A shorter-term loan builds equity faster 
and results in significant savings for 
the borrower.  

Short Sales and Foreclosure Activ-
ity Will Continue to Rise: Bank of 
America reported that in 2009, they 
short-sold 42,000 homes, 94,000 in 
2010, and by 2011 up to 100,000. 
They expect a 60% increase 2012. 
Bank of America’s uptrend is a good 

Home sales were up 3.4% year-over-year as of November 2011, while median home values decreased by 4.3%. Com-
pared to October 2011, sales decreased by 2.00% and median home prices increased by 3.9%.  Foreclosure resales in 

the Bay Area – homes foreclosed on in the prior 12 months – accounted for 21.3% of the resales in November 2011. 
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that rents will be heading higher for 
the 3rd consecutive year as the econ-
omy improves and creates more jobs.  

     All time low interest rates coupled 
with a good inventory of homes will 
make 2012 a great year to buy and/or 

invest in Real Estate.  

Working with a qualified Realtor and 
mortgage advisor has never been 
greater. Make sure to interview your 
real estate professionals for their 
experience, qualifications and com-
petitiveness in serving your needs. 

barometer that many other big and 
small banks will be in a similar situa-
tion. Short sales and foreclosures will 
continue to provide great opportuni-
ties for homebuyers. 

Rents Will Continue to Rise: Mort-
gage lending remains very tight and is 

allowing for fewer people to qualify 
and buy homes. In addition, more 
people are losing their homes to 
foreclosures. These factors are attrib-
uting to an increase in rental de-
mand. USA Today recently reported 
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If saving on your taxes is on top of your 
new year’s resolutions, you want to pay 
heed to the following tax breaks your 
home has to offer. This month, we 
present Part 1 of a three part series.  

     Mortgage Loan Interest: Mortgage 
interest on a maximum of $1 million in 
mortgage debt secured by a first and 
second home is tax-deductible. This 
level applies to joint filers; if you file 
single or separately, you get half of the 
deduction. Home equity loan interest is 
also deductible up to $100,000 

     Points: You can fully deduct points 
associated with a home purchase or  
refinanced mortgage, but only when 
they are amortized over the life of the 
loan. If you refinance a second time, 
the balance of the old loan’s points 
from a refinanced loan provides an 
immediate write-off, as you begin to 
amortize new point(s), if any. 

     Property Taxes: Any property or 
real estate taxes are fully deductible. If 
you receive a city or state property tax 
refund, your federal property tax deduc-
tion will be reduced by the same 
amount.  

We highly advise you to seek the 
advise of your tax preparer or CPA. 

All homes 
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Alameda         1,271 1,334 5.0% $363,500 $340,000 -6.5% 

Contra Costa    1,238 1,225 -1.1% $260,000 $255,000 -1.9% 

Marin           208 239 14.9% $650,000 $629,000 -3.2% 

Napa            104 99 -4.8% $300,500 $297,000 -1.2% 

Santa Clara     1,417 1,478 4.3% $459,000 $452,000 -1.5% 

San Francisco   410 422 2.9% $680,000 $644,500 -5.2% 

San Mateo       497 513 3.2% $600,000 $542,500 -9.6% 

Solano          551 522 -5.3% $207,000 $190,000 -8.2% 

Sonoma          415 485 16.9% $315,000 $285,000 -9.5% 

Bay Area        6,111 6,317 3.4% $380,000 $363,500 -4.3% 

Mortgage Loan Limits for 2012 

President Obama signed into law late last year a bill that will reinstate higher 
limits for Federal Housing Administration (FHA) - mortgages back to $729,750 
in high-cost areas. On October 1, 2011, the conventional and FHA loan limits 
had been decreased to $625,500. The higher limits for FHA loans will be in 
effect until December 2013. Conventional loan limits will stay at $625,500. 
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