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January 12, 2003

Housing prices climb even higher
By HEATHER BOERNER
Sentinel staff writer

SANTA CRUZ — The home sales market just never stops surprising residents.

Take, for example, December’s median-priced home of $515,000. That’s an
increase from November’s median of $510,000, and the eighth month in a
row home prices have been above $500,000. That’s the longest amount of
time home prices have been above that benchmark.

It’s also an increase in home prices at a time of year that typically sees a
market dip. December’s home sale numbers actually reflect deals people
made in October, because that’s when the sales were initiated. Generally it
takes several months for escrow to close and deals to be final. And it’s
around October that people turn their attention from looking for a house to
the holidays, experts say.

"Clearly the real estate market continues to surprise people," said Realtor
Tom Brezsny of Monterey Bay Properties in Capitola. "It seems to be the only
thing in the economy that is staying strong. Everyone has predicted the
demise of the housing market for months, and now you notice you don’t hear
so much about this idea that the housing market will drop like the price of a
dot-com stock."

One reason is interest rates on 30-year loans. Mortgage rates have been
"bouncing along the bottom" for months, said mortgage consultant Joel
Herzel. They’ve been within a quarter of a percent of 5.25 for months and
are at a 40-year low.

"Home prices are simply a testament to the very low interest rates," said
Gary Gangnes, who crunches home price numbers from his Santa Cruz real
estate office, Real Options Realty. "It seems like interest rates hit new
all-time lows often recently."

In addition to mortgage rates, Brezsny attributes the slight increase in home
prices to two things. One is the decrease in the number of houses on the
market during October — 725 compared to 935 the month before. That
decrease often leads to an artificial shortage that drives home prices up.

The other is that some home sellers are decreasing the asking price for their
homes. For example, he said it could be that a home listed at $525,000
reduced to $485,000 at the same time that a house listed at $600,000
reduced its price to $550,000. It may be that someone bought the $550,000
home instead of the $485,000. In that case, an increase in home prices
could belie a downward trend in the market.

"Does that rise in median really reflect an increase?" he asked. "Not
necessarily."

Contact Heather Boerner at hboerner@santa-cruz.com.
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Median sale prices
Single-family homes for Santa Cruz County

2001

March $499,000

April 530,000

May 505,000

June 470,000

July 525,000

August 470,000

September 470,000

October 475,000

November 490,000

December 470,809

2002

January $475,000

February 480,100

March 496,000

April 494,000

May 532,000

June 522,500

July 540,000

August 539,500

September 529,250

October 520,000

November 510,000

December 515,000

Source: Santa Cruz Association of Realtors
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