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RESIDENTIAL REAL ESTATE

There’s plenty ot supply, but

buyers aren’t getting loans

BY BLANCA TORRES
San Francisco Business Times

ne iy to book atl the folure of residential real

cstate is im terms of the classic supply anc

demand dynamic, except that those two factors

are wnltke anything islostry veterans have ser
s,

On the supply side, deselopers in both San Francisco
amd Oaklandd broaght hundreds of condes (o market ancl
walched as buyers decided to pass. Developers of hoary
units thought their pedential buyers would be isolated
from the eoonomic dovmturn, As lor demand, even wilh
developers slashing prices, many podential buyers cither
can't secure a loan or are walling wndil they'se sure the
marked las Lruby hit Bollooe

S0 what's a residential developer fo do? Many have
slashed prices or tried to soften the financlal blow by
converting undts o renfals — a trend that will probably
aceclerate in the new year unless home sales pick up
agiain, Area developments going rental include Anka
Property Group's 1T-slory Argenta tower and portions of
Aignature Properties” 288 Thind 51 and Broadway Gramd
in Dakland, and Meritage Metropolitan Living’s Jade.
Some developers see leasing comdos as a way 1o solten
their losses, They can leave a badlding vacant or mostly
vacant on the for-sale market ar they can lease units and
reoonp somde rewenue, cven if it docsn’t cover their haled-
I et

Prices for new homes have fallen al the same time
as hundreds of foreclosed homes hit the market. Jon
Haveman of Beacon Economics predicls housing prices
in the East Bay will continue to drop for the next three
years — by about A0 pereent, Prices in San Franciseo,
which have held steady desplte the downturn, have sali-
envedd about 16 percent in 2008 and will likely continwe to
fall in 200,

Thee Mark Cion, a real estate research and markeling
firm, estimates thal Qakland and Emeryville have about
L2200 e 1400 markel-rate eondos available with more
tham 500 units o the way, More developments are
expected o come ondlne early next year including the

1F-umnit Ellinglan, a haxury high-rise near lack London
Sqquare in Dakland, and BayRock Resbdentials Oak Walk
B2-unit mixecduse development in Emeryville,

.ﬁ.]‘tpl:l!'t froam Polariz G!’m:j!l, & el eslale reseanch
marketing firm, estimates that San Franciseo has about
LOMY comwdos available and at least another GO0 under
construction, but the market has shown a steep decline
in the past theee months, The condo resale rate in San
Franclsen |5 down by abort 35 percent and the muanber
of listings has more than doubded compared wilh a vear
A,

Prices for condo resales are down by aboat $T00000 to
aboud SEE0000 compared with the market peak In July,
according to Polaris. The similar drop is also happening
in Crakland, where average condo resale prices have fell
31 percent in three months fo 5361480 in September
Froan S520,500 in July, sccording to Mark Co.

Residential developers are also concerned about com-
miercial properties becoming distressed, Ome developer,
John Profopappas of Madison Park Financlal Corp., has
begun raiging a fund Lo take over propertics that go
uneder water. Some say the camage in the commercial
sector won'l mircor what happened with single-family
homes If lenders and borrowers can work out deals sinee
mitny hanks are not equipped or interested in Laking
over commercial properties,

The main question many housing developers are ask-
ing, howwever, is how and when are vacant units, both
codudos and foreclosures, going 1o be absarbed into e
market?

Developer Rick Hofliday continoes to look for huvers
for his Pacic Cannery Lofts, a 163-unit rehabilitation
of a former cannery in West Oakland that he put on the
market lnst 51!]'![1!1“1&!‘. Hi hﬂpt-. iz lhe fecdersl T
ment creates a program o stimulate mortgage lending b
homebayers or soamne odlber lactor pushes lenders to ree
up credit for morigages,

“The way the housing market stabilizes best Is for
exlsting Inventary to miove,” Holliday said, “You have to
crgabe a comprelling reason for people to buy now" |
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