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Return of Flippers
Recently, the WSJ reported a big return of 
flippers (buying fixer upper properties and 
sell them high after remodeling). Although 
they used to make quick money before 
2008, we know very well that their profit 
primarily came from the market price in-
creases; not much from the improved value 
after fixing. It is a very risky business; and 
last year’s flipper investors are highly lever-
aged. When the housing market slows, fi-
nancial cost can bankrupt them. Higher in-
terest rates and slow housing price growth 
will wipe out their profit and maybe ending 
up with losses. We always believe those 
flipping investors are damaging to the hous-
ing market. Before the 2008 meltdown, the 
market price continued soaring; right after 
the meltdown, there were so many deeply 
distressed properties (i.e., cheap). Such ad-
vantageous condition no longer exists.  
 Professional investors with ample cash, es-
pecially for contractors or developers, the 
flipping business still works; however, we 
strongly advise that regular homeowners 
should not step into such a risky business. 
Real estate offers more stable growth than 
stocks or other investments. “Buy and rent” 
would be the best way for ordinary people, 
building up assets over years, and more im-
portantly creating good income after retire-
ment. However, you need to dedicate some 
time for such investment.  And the first one 
will be the most difficult both financially and 
in dealing with various tenant situations.  
 
 
eigh various costs and other factors. 
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Due to the uncertainty over what the new 
Administration’s economic policy would 
be, it is almost impossible to predict the 
economic outlook for 2017; however, a 
few things are likely to occur. 
  Interest rates are expected to rise for the 
next 6 months. The job market has 
reached full employment; the FRB has 
started a series of “measured” increases in 
the short-term rate (Fed Fund rate). The 
first step was from zero to a range of 
0.25% to 0.50%; now 0.50% to 0.75%. It 
will take many months to have effects of 
the new economic policy; the economy 
should keep its steady growth; the house-
hold income, which just began rising, 
should grow as general wages increase 
under full employment. Inflationary pres-
sures will be also mounting as crude oil 
prices began moving up. A few buyers of 
ours have been notified by their lenders 
that their rates have gone up, pouring cold 
water on their financial ability: i.e., they 
can no longer afford the price they could 
before. Nonetheless, the FRB’s rate hikes 
will not suppress the general economic 
growth because consumers are still less 
leveraged; business investments will not 
be deterred when corporations expect their 
business to grow in the future. The Fed 
rate hikes will not push up long-term 
rates; the FRB will be rather following 
long-term rate increases. And from the 
macro economic point of view, the FRB’s 
measured over-night rate hikes are a good 
thing. Today’s financial market condition 
is: excess liquidity (too much money sup-
ply) and still historical low interest rates. 
Currently, the FRB does not have effective 
means to deal with another recession.  
  Commodity prices, especially oil prices, 
will go up, if not substantially. Higher dol-
lar is keeping import prices from rising; 
however, we do not expect the US dollar 
will keep going up in value, although we 
do not expect the US dollar to depreciate 
sharply either because other major econ-
omies are more or less all in trouble, while 
the US economy should keep its growth at 
least for the next 6 months. 

 So, how much interest rates could go up? 
Without major geopolitical or economic 
incidents, rate increases will be rather 
moderate; however, if new economic poli-
cy requires a huge deficit, rates could soar.
In conclusion, our forecast is represented 
by one word: “Uncertainty.” The housing 
market environment is not expected to be 
very favorable for 2017.    

Palos Verdes Housing Market 
The market inventory of single family 

homes in PV fell to 116 by the year end
from 164 at the beginning of last month. 
While new listings became very few after 
Thanksgiving, sales (contracts) kept over 
10 a week until mid December. Toward 
the end of the year, many expirations and 
cancellations depleted the inventory.  
These temporary off-market listings will 

come back in January, while sales need 
more time to materialize; imbalance of the 
supply-demand relationship is expected to 
persist through January. Nonetheless, the 
potential housing demand remains strong. 
Buyers’ expectations for their future in-
come will determine how this spring mar-
ket will fair. Buyers for the price ranges 
below $1.5 million are very sensitive to in-
terest rate movements, which will sway 
their purchasing power either way. Sellers
should not hold onto their own rate fore-
cast; how the market or people perceive 
the future rates determines the market 
condition, regardless of the reality. If you 
are considering to sell your home soon, 
we normally advise that you wait until 
mid February. However, we are concerned 
about how the mortgage rates would be in 
the coming months.  
Compared to a year ago, the inventory 

decreased from 140 to 116; the in-escrow 
barely changed from 62 to 64; the median 
escrow price is much higher now, reflect-
ing a decrease of lower prices properties in 
escrow. The current high median escrow 
price is not statistically reliable. The hous-
ing market may be no better than 2016. 
Closed sales of single family homes in 

2016 were 698 compared to 710 in 2017. 
The average price was down 1.6%; the 
median price was up 2.1%. 

Happy
New Year 

The conforming loan limits for 2017 
have been raised to $424,100 and 
$636,150. Not too much but it helps. 
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SELECTED LISTINGS 
 
 
 
 

Please contact 
 

Rockyfield 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

A: Active       U: Contracted      P: Pending      S: Sold      
Prices in '000s.   Source: MLS (as of 01/10/17) 

 

Rockyfield contacts     
BRE Broker License: 01328577 
 
27520 Hawthorne Blvd. Suite 144 
Rolling Hills Estates, CA 90274 
Phone: (310) 544-0857  
Anthony Iwata Ext. 1#  
(English+Japanese) 
Catarina Zerbinatti Iwata Ext. 2#  
(English, Spanish, Portuguese, Japanese, Italian) 
email:  properties14@rockyfield.com 

Free Notary Service 
We offer free notary public service 
to the readers on our mailing list. 
Customers who buy or sell their 
homes with Rockyfield will have 
free notary service for 5 years.  
(Direct service only, excl. loan documents; 

additional charge for a trip to your place.)  

Please make an appointment with 
Catarina at 310-544-0857 ext. 2# 

Repair Responsiblities 
It has become a normal practice that the landlord requires 
the “first repair” cost to be paid by the tenant. For example, 
if the first repair charge is $80, the tenant pays $80 for the 
repairs they request and the owner pays for the rest. If re-
pairs become necessary right after the lease starts, the 
tenant may complain, arguing that the problem pre- or po-
tentially existed. As the tenant relationship is important, 
you can avoid such conflict by including a clause: “it will 
not apply for the first 30 days of the lease.” This “First Re-
pair Charge” can be very questionable and may be prone 
to litigation if applied regardless. 
There are items for which the owner cannot charge the 
tenant. For example, the tenant is not responsible for a 
roof leak unless the tenant damages it (The tenant is still 
responsible for reporting it). If the item is legally the own-
er’s responsibility, the owner cannot charge any portion of 
the cost to the tenant. Then, what are they? By law, the 
landlord must provide and maintain “Habitability” and is re-
sponsible for the repair costs to restore or maintain such 
habitability. The list of items related to habitability is too 
long for this limited space: it means that the property is fit 
for occupation by human beings and that it substantially 
complies with state and local building and health codes 
that materially affect tenants’ health and safety. The tenant 
has also a wide range of responsibilities for maintenance. 
The tenant is responsible for repairs due to tenant’s failure 
to perform required maintenance, and the owner does not 
have to make such repairs if the tenant fails to maintain 
the property condition. However, in reality, it is not easy to 
literally apply this logic.  
  We can send you by email the repair section of the Cali-
fornia State Guide for tenants and landlords. We are also 
very happy to provide a free consultation.  

2.5 Acre Vacant Lot with Spectacular View  
The whole Catalina Island spreads in front of you. It is ex-
tremely rare in Palos Verdes: 2.5 acre with all utilities com-
ing in or close to the entrance; geological and engineering 
surveys were done and the owner once got RPV city ap-
proval (already expired) for a 4000sf house. The current 
price is attractively $980,000. A great opportunity to build 
your dream home. Text Catarina 310-365-6309. 
 
Need a handyman? 
If you are looking for a house cleaner, handyman, painter, 
plumber, roofer, electrician, gardener, bathtub repairman, 
rain gutter installer or contractor, we should be able to in-
troduce a quality one.  Contact: Catarina 
 
Free weekly market information 
We can provide a free weekly update of the housing market 
in your area, including graphs. Please contact us via e-mail 
with your property address. The list below does not include 
many listings.


