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A new era of ‘vanilla’ financing

hile the housing market nationwide may be in cri-
sis, locally things are just a tad slower than usual,
with fewer houses on the market selling at a steady
clip.

Local Realtors and mortgage officers see a discon-
nect between the flashy headlines and the reality of the
Palo Alto market.

Despite the strength of the local market, there are
still some trickle-down effects that buyers simply can’t
escape, Eric Trailer, a partner at Absolute Mortgage
Banking, Palo Alto, said.

“The biggest fallout of the credit crunch or whatever
happens to be the term du jour,” he said, “is that lend-
ing standards have tightened up dramatically.”

Lending institutions are increasingly cautious about
whom they lend money to, requiring more documenta-
tion, more money down and better credit scores from
borrowers.

“A year ago you could buy a 1.5 mil house for no
money down,” Arash Bahman, mortgage loan officer
for Bank of America, Palo Alto, said. “Now you need
35 percent. You also need a better credit score. For
houses in Palo Alto you need a 700 credit score.”

For people who fit that bill, they can get a loan, but
if they don’t, if they’re self-employed or don’t have
the cash, lenders won’t want to do business with them.
Consequently, Bahman said, volume for lenders is
down.

The disconnect can cut both ways. The recent gov-
ernment takeover of Fannie Mae and Freddie Mac has
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in town and they sold these four properties
quickly and for great value.

Lending gets back to basics

by Megan Rawlins

seen a subsequent drop in interest rates for conform-
ing and jumbo-conforming loans, which top out at
$729,750.

According to the Silicon Valley Association of Re-
altors (SILVAR), the median home in Palo Alto was
selling for around $1.6 million dollars for the first half
of 2008.

“At this price,” said Trailer, “for most of the buy-
ers we see in Palo Alto and surrounding areas, even a
jumbo-conforming mortgage is too small.”

Loans that are eligible for purchase by the two gov-
ernment-secured entities are seen by Wall Street as
less-risky investments, as more attractive to investors
and thus easier to sell as mortgage-backed securities.
All of this, with the now explicit backing of the gov-
ernment thrown in, makes them much cheaper than
other loans, namely jumbo loans.

“The jumbo market is not benefiting from what the  Eric Trailer
government is doing,” Trailer said. Most buyers in this
area simply don’t fall under the purview of Fannie Mae ‘Peop'e who would have been e||g|b|e
and Freddie Mac. . .

The take-home message, according to Yulin Lee,  fOr stated-income loans are having a

mortgage advisor for Opes Advisors, Palo Alto, is a . .
return to “vanilla financing,” conventional and hyper- hard time gettmg loans. Many pe0p|e

conservative. i i -

“We’re going back to the traditional ways of doing in this area are self employed’ and .
things,” she said, “as opposed to the creative ways they can’t accurately document their
we’ve seen in the last few years.” . ,

As lenders become more traditional, borrowers might true income or wealth.
have to become more creative. — Eric Trailer, partner

Banks now require firm documentation of income, a .
(continued on page 20) at Absolute Mortgage Banking, Palo Alto
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THE KAVANAUGHS

PALO ALTO

Exceptional property! Two homes on one lot
in Downtown Palo Alto

L

525 Lytton Avenue

Classic Craftsman bungalow
3 Bedrooms, 2 V5 Baths

Designed by Peterson Architects
2 Bedrooms, 2 Y2 Baths

www.524EverettCt.com
Price includes both homes

$3,995,000

135 Wyndham Drive 80 Vista Verde Way

Exquisite contemporary Breathtaking Views
4 Bedrooms, 3 ¥ Baths, 3 Bedrooms, 2 Baths
creekside setting & 2 Half-Baths

www.80VistaVerde.com

$2,295,000

www.135Wyndham.com
$2,995,000

For an appointment to view these exceptional homes Call Ginny or Joe

www.thekavanaughs.com

Top 1% of All Coldwell Banker Agents,
Nationally and Worldwide

: i
GINNY KAVANAUGH JOE KAVANAUGH
650.400.8076 650.269.1352

gkavanaugh @camoves.com joseph.kavanaugh @camoves.com
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Chris Iverson

(continued from page 18)

development that seems completely logical
when a multi-million dollar mortgage hangs
in the balance. But stated-income loans were
not only for people who wanted houses larg-
er than they could afford; they were often the
only way the self-employed could get loans.

“People who would have been eligible for
stated-income loans are having a hard time
getting loans,” Trailer said. “Many people in
this area are self-employed, and they can’t
accurately document their true income or
wealth.”

Others can afford mortgage payments, but
don’t have enough savings for the 20 to 25
percent down that is now required.

These potential buyers can afford a home,
but can’t get a traditional loan, so some turn

‘One of the biggest obstacles is
that we have a short attention
span; we have come to see houses
as investments rather than homes.
We have to change the mentality

and mindset.’
— Chris Iverson, real estate agent,

Keller Williams, Palo Alto

to less-conventional forms of financing like
hard money loans, seller-financed transac-
tions, even gifts from family.

Hard money loans are high-interest-rate
loans based purely on the value of the prop-
erty, not the equity of the borrower. The rates
are generally in the 12 to 15 percent range,
but sometimes reach as high as 20 percent.
They are short-term, bridge loans, bridging
the gap between what a bank will lend and
what a borrower needs.

“Hard money loans are easier to get,”
Trailer said, “and if you can stomach the
terms, then you might go that way.”

Lee and Trailer both said they have been
seeing more hard money and bridge loans,
especially in situations when a client needs
to purchase a home before the sale of his or
her previous home has closed.

(continued on page 23)
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surrounding communities.

Some of our recent transactions:

Dave Pasin

Successtully helping buyers and sellers in Palo Alto and the
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784 Bain, Redwood City - represented buyers

751 Holly Oak Drive, Palo Alto - represented sellers
157 8. California H100, Palo Alto - represented sellers
735 Torreya Court, Palo Alto - represented buyers

2424 Burnham Way, Palo Alto - represented buyers
2357 Sharon Oatks Drive, Menlo Park - represented sellers

Call Kathleen & Dave to help
you today. We'll take care of
all of the details to make the

process of buying or selling easy.

Experience, integrity
& results!

Kathleen’s Cell: (650) 450-1912 ¢ Dave’s Cell: (650) 575-5224
www,kathleenanddave.com

COLDWELL BANKER ¢ 245 LYTTON AVE. STE 100 * PALO ALTO, CA 94301
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(continued from page 20)

“A client might use the bridge loan to buy
the home until they sell their home,” Lee
said, “and then they’ll refinance and pay off
the more expensive loan.”

There has also been a small uptick in
down-payment gifts from relatives and sell-
er-assisted financing, both of which require
careful consideration of the specific circum-
stances from both parties.

Mortgage officers and brokers are taking
a much more individualized and holistic
approach to advising home buyers, urging =
them towards a more traditional, pre-hous- s
ing-bubble mindset. '

“One of the biggest obstacles,” Palo Alto -
Keller Williams real estate agent Chris Iver-  Yulin Lee
son said, “is that we have a short attention
span; we have come to see houses as invest-
ments rather than homes. We have to change
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the mentality and mindset. Homes are not ‘We’re going back to the
liquid, they are not like stocks; it is a roof traditional ways of doing

over your head and a neighborhood and life-

style.” things as opposed to the

“The current market has scared people,

and they are very receptive to big-picture creative ways we’ve seen

thinking,” Lee said. “How does buying this - ,
property fit into the overall financial picture in the last few years.
of where you want to be five to 10 years — Yulin Lee, mortgage advisor

down the road?”

But, Iverson said, “Even if prices do fall,
you are better off buying something now.
The cost of getting a mortgage is going up.
The Fed is getting more concerned about in-
flation and will probably raise interest rates.
So rates will go up, and mortgage payments
will go up as well. But if you pay a little
more now, and get a better rate, you will be
ahead financially.” m

for Opes Advisors, Palo Alto
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OPENING DOORS
FOR OVER 36 YEARS...

s a Realtor, I use my 36 years of

experience to demystify the process
of buying and selling real estate — helping
you get more of what you want and

enhancing your quality of life.

1 provide each of my clients the highest
quality of service using the most current
tools and techniques available. My
approach is to be thorough and diligent,
bringing all my experience and negotiating
skills to the table in representing your
needs. I consistently serve my clients’ best
interests now and into their future...

ARVADA DARNELL

Top 1% Worldwide
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BRINGS YOU HOME

The Mid-Peninsula . . . a special place to live. Excellent

schools and

outstanding city services, close approximation to Stanford University and Silicon Valley,

dynamic neighborhoods, vibrant shopping areas, and much more — these are the reasons so
many Peninsula residents want their home to be on the Mid-Peninsula. And no one knows the
Mid-Peninsula better than the professional team of Leannah Hunt and Laurel Hunt Robinson.

...we were pleased in every way with your service.
— The Barkley family
...we were ... working with a pillar of the
community, not just the real estate business.
— Ray Bacchetti

Leannalz Hunt
Laurel Hunt Robinson

Proven community and professional leadership.
Unmatched knowledge of the Mid-Peninsula neighborhoods

Exceptional, personal service.

Leannah Huant
Laurel Husit Robinson

www.leannahandlaurel.com

0: 650/752.0730
0: 650/752.0735

h: 650/327.1009
c: 650/269.7266

Leannah Hunt and Laurel Hunt Robinson . . . a special team. with over

20 years of experience as a Realtor, Leannah is the current President for the Silicon Valley Association
of Realtors 2008. She has lived in Palo Alto for 40 years and is an active leader in both her profession
and her community. A consistent top producer for her company, Leannah is in the top 2% of CB agents
nationally. A native Palo Altan and second generation Realtor, Laurel is the mother of twin boys. Her
knowledge of the community and special affinity for young families has enabled her to enjoy great
success. Whether you are buying or selling real estate, Leannah & Laurel know the community and
provide the highest level of service to each transaction.

COLDWELL BANKEN

PREVIEWS

INTERNATIONAL

e: [hunt@cbnorcal.com
e: laurel.robinson@cbnorcal.com
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