[image: image1.jpg]


[image: image2.emf] 

 



[image: image3.emf]

False Hope in Short Sales?
Tampa, FL. Two startling statistics were released today on the state of the Tampa Bay real estate market: First, over 12% of all homes listed for sale on the market are facing foreclosure. Second, these pre-foreclosures are pinning their hopes on a solution that so far has a success rate of only 2%. 

These are some of the findings of Home Encounter’s Short Sale Report, published today by the Tampa based Real Estate Consulting firm. “Households who are facing foreclosure are being told that a Short Sale is their way out. For 98% of them, that’s just not the case,” commented Peter Murphy, Home Encounter CEO. “Only 2% of all Short Sales attempted year-to-date have been successful.”

The Short Sale is being widely promoted by Realtors as a way out of foreclosure for homeowners who owe more than their house is worth. The key is in getting your Lender to allow you to sell your house – for less than you owe – to a willing and able Buyer. When successful, the Seller can walk away from his home without going into foreclosure and the Buyer gets a great deal on a house. It’s not a perfect solution: There’s a negative impact on the Seller’s credit and the Seller has a tax liability on the forgiven portion of the loan. Still, for many homeowners who are behind on their payments, it’s a better option than foreclosure.

There’s One Catch: It Rarely Works

Yet despite the promise of deliverance, for most people the Short Sale just doesn’t work. Home Encounter reported that despite representing 12.5% of all listings on the market in Hillsborough, Pasco and Pinellas counties, Short Sales accounted for only 100 of the 2,300 residential sales year to date, or 4.5%. 

“There are three stories here,” commented Chase Clark, Home Encounter president. “The first is the sheer number of homeowners who find themselves unable to afford their mortgage – over 5,000 of the 40,000 homes on the market. The second is that these homeowners are flooding the market with properties for sale at unsustainable prices. If we didn’t have Short Sales to contend with, the inventory of unsold homes would be fairly manageable and we wouldn’t be seeing the rate of decline in list prices that we’re seeing month over month. The third is that someone is filling these homeowners with the false hope that a Short Sale will be their salvation – It simply won’t be for most of them.”

That’s because according to Home Encounter’s findings, Short Sales aren’t that much different from anything else on the market. They’re priced the same as everything else that’s selling – $136/sq.ft, on average; they end up selling for only slightly below average – $125/sq.ft to be exact; and they sell a little faster than average – in 123 days as opposed to the normal 134 days. “The actual number of successful Short Sales year to date isn’t enough to be statistically significant, yet they’re being promoted as a panacea,” commented Murphy. “Unfortunately for everyone, that’s just not the case.”

For the 2% of Short Sales that have been successful, the benefits to the homeowner are huge. The homeowner avoids foreclosure and gets a fresh start. But for the unsuccessful Seller, they’re nothing more than a false hope. A Short Sale can take up to 6 months – that’s the time it takes for the property to be listed, to find a Buyer, to get the Bank to sign-off on the reduced offer as settlement for the amount owned, and to transfer ownership to the new Buyer. But in most cases, the Seller discovers after 3-6 months of waiting that the Bank isn’t going to accept his Short Sale application and he ends up being foreclosed on after all.  

Failure is almost always the end result when a Seller goes into the Short Sale process without receiving some indication from the Bank of a price they will take in order to settle the debt. “Most Realtors will list a property as a Short Sale without having received any indication whatsoever that the house can actually be sold for the Short Sale price,” commented Clark. “Even if a Buyer offers full price, they can’t be confident that the Bank will sell them the property at that price. If the Bank rejects the offer, they’ve simply prolonged the inevitable. The Seller will still be foreclosed upon, the Realtors won’t get a penny for their work, and the Buyer doesn’t get the home they were hoping to buy. 9 times out of 10 it’s a losing proposition.”

Buyers Are Staying Away

This fact has not been lost on Buyers, who are staying away from Short Sales because they know that most of them are too good to be true. “2 out of every 10 listings coming on the market are Short Sales,” commented Murphy, “but most clients eliminate them automatically because they know they’ll have to wait 3-6 months for an answer from the Bank. Once they’ve waited there’s still a high likelihood that their offer will be rejected. The entire sales cycle – and the recovery of the market – is being slowed by what in many cases is nothing more than a pipe-dream.”

“Realtors owe it to their clients not to list a potential Short Sale without first getting a firm indication from the Bank that they will actually accept a reduced price for the house,” commented Clark. “Otherwise, the cycle of false hope and prolonged recovery will continue.
	Short Sale Statistics for Tampa Bay YTD
	
	% of “All Listings”
	% of “All Sales”
	% of “All Short Sale Listings”

	All Listings
	
	
	
	

	Total Residential Listings YTD
	40,178
	
	
	

	Average List Price Per Square Foot
	$182 
	
	
	

	Average Days on Market
	183
	
	
	

	
	
	
	
	

	All Sales
	
	
	
	

	Total Sales YTD
	2,268
	5.6%
	
	

	Average Sale Price per Square Foot
	$137 
	75.3%
	
	

	Average Days Till Sale
	134
	73.2%
	
	

	
	
	
	
	

	All Short Sale Listings
	
	
	
	

	Total Residential Short Sale Listings YTD
	5,040
	12.5%
	
	

	Average List Price per Square Foot of Short Sales
	$169 
	92.8%
	
	

	Average Days on Market for Short Sales
	154
	84.4%
	
	

	
	
	
	
	

	All Short Sale Sales
	
	
	
	

	Total Short Sales YTD
	102
	0.3%
	4.5%
	2.0%

	Average List Price per Square Foot of Short Sales 
	$136
	74.9%
	
	80.7%

	Average Sale Price per Square Foot of Short Sales
	$125
	68.9%
	91.6%
	

	Average Days Till Sale of Sold Sales
	123
	67.0%
	91.4%
	79.3%

	
	
	
	
	


Data as of 3/31/2008 Unless Otherwise Stated

All data extracted from Mid Florida Regional MLS









The Home Encounter 


Short Sale Report





This Short Sale report is a publication of Home Encounter, LLC. Prepared with the utmost care and attention to detail, this Report analyzes all agent-facilitated residential Short Sale real estate transactions that have occurred Year to Date and provides facts and opinions related to our findings. All data is extracted from Mid-Florida Regional Multiple Listing Services Data and is to-the-date accurate.





The purpose of this Report is to provide a timely and accurate picture of the Short Sale market for buyers and sellers of real estate as well as real estate brokers, mortgage bankers and appraisers who would benefit from our research.





This Report is prepared by Home Encounter Real Estate Consultants. Direct all questions to info@homeencounter.com.
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