Where not to buy
(at least for the next year or so)
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These 10 overvalued cities have run their course, and home prices are expected to drop over the next year.

California's Central Valley

Bakersfield, Fresno, Merced, Sacramento Stockton

Five of the cities on the Bottom 10 list are from this region, making the long rural stretch of Highway 99 between Sacramento and Bakersfield look like a treacherous real estate ditch. Home prices shot up here by as much as 60 percent during the past two years as big homebuilders, squeezed out of the Bay Area and Los Angeles by lack of space, arrived in search of raw land at bargain prices. 

Problem is, the Central Valley's base industry (agriculture) creates the lowest-paying jobs, and chronically high unemployment rates persist throughout the region. "A market where housing has increased by so much so fast when unemployment is that high is unsustainable," says Frank Owens, who sits on the board of Fresno's builders association. "This market is going south." 

Southwest Florida

Fort Myers, Naples, Punta Gorda, Sarasota

A typical home goes for $500,000, and prices rose 25 percent last year. A local economy with a thin base - retirees - can't sustain the heat. 

The Jersey Shore

Atlantic City, Ocean City

Prices here soared as Philadelphia commuters bid for condos against second-home buyers from across the Eastern Seaboard. But the latter group usually tries to get out from under mortgage No. 2 when interest rates start climbing. 

Phoenix

Last year as many as a third of new home sales here went to speculators and investors. Many of them are now competing with builders to dump their holdings, and prices in some developments have dropped by more than $100,000.

California's Inland Empire

Riverside and San Bernardino counties

The housing and construction boom has been the main driver of employment growth for this region east of Los Angeles. Now job losses from the slowdown will stagnate demand. 

Source: Moody's Economy.com 

The Bottom 10

U.S. cities where median home prices are expected to drop the most in the coming year.

	At a glance:  Projected drop in median home prices

	Stockton, CA
	- 9.7%

	Merced, CA
	- 8.9%

	Reno/Sparks, NV
	- 8.9%

	Fresno, CA
	- 7.9%

	Vallejo/Fairfield, CA
	- 7.8%

	Las Vegas, NV
	- 7.1%

	Bakersfield, CA
	- 6.6%

	Sacramento, CA
	- 6.4%

	Washington, D.C.
	- 6.3%

	Tucson, AZ
	- 6.2%


