Albuquerque RE Newsletter     from   Michael Spottiswoode     -    December 2008

[image: image1.jpg]OUR NAME SAYS IT ALL™





Season’s Greetings!
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A Snapshot of the Real Estate Market
According to a recent article written by Eric Chamberlain of the Albuquerque Journal quoting statistics published by RealtyTrac, nationwide an average 31% of houses in foreclosure had owners with registered addresses different from the house itself – an indication that they were probably speculative investors. By comparison, in Albuquerque just 20% of houses going into foreclosure are owned by people with different addresses.

Also, one out of every 165 households across the country saw some sort of foreclosure filing during the 3rd quarter of 2008, while the figure in Albuquerque was just one out of 415 (-which was admittedly more than double the one out of 880 figure back in 3Q 2007). 

California alone accounted for 27% of foreclosure activity in the third quarter, with one in every 62 households in some sort of foreclosure. Florida, with nearly 17% of the activity and one out of every 67 houses with a foreclosure filing, was second. Just six states – California, Florida, Arizona, Nevada, Michigan and Ohio - accounted for more than 60% of foreclosure activity. 

The housing crisis in Michigan and Ohio is mainly due to high unemployment rates and difficult economic times in those two states. The problems in the other four states are mostly due to the excessive speculation and exaggerated price appreciation that occurred during the bubble years.

Wherever foreclosures dominate the market, prices inevitably crumble. For instance, Eric Chamberlain quotes figures from Arizona State University’s Realty Studies showing that in Phoenix, where one out of every 47 households was in foreclosure during the third quarter (triple the year earlier figure), the median sales price of a single-family home dropped 37%.

By comparison, in Albuquerque, according to the Greater Albuquerque Association of Realtors, the median sales price of an existing single-family house dropped just 5.4% to $193,025 in 3Q 2008 compared to the same period last year. 
Using data from Fiserv Lending Solutions, a home-price research company, Louis Jones of Kiplinger.com ranked Albuquerque as one of the top five cities with most stable real estate market. That’s based upon its relatively low unemployment rate, low foreclosure rate, healthy house price affordability index, vibrant economic expansion, and prospects for continued population growth. Possibly one other saving grace for us here in New Mexico contributing to the relatively low foreclosure rate is that less than 10% of the loans written in 2007 were subprime according to data made available due to the Home Mortgage Disclosure Act.

As I mentioned in my previous newsletter, Forbes.com ranks Albuquerque amongst its top ten markets for imminent price appreciation. So, perhaps better times will be here fairly soon.
Buy Local, Quality Wood Flooring; Support our Local Economy & Environment!

Old Wood LLC, of Las Vegas New Mexico, is a family run business that began producing wood flooring from trees salvaged from a devastating fire that consumed over 1500 acres of the Olds’ family Viveash Ranch in 2001. Since then, it has developed a successful market for Douglas Fir and Pine flooring and is networking to help small and large local land-owners in New Mexico and Colorado who want to harvest their lands responsibly to reduce the risk of forest fires. Its work force includes a high percentage of parolees, single mothers and others who might not otherwise find other safe, sustainable jobs in the area.
It has worked passionately with the Northeast Regional Wood Cluster to create a local co-op facility in Las Vegas (NM) where small and large operators can pool their resources to purchase expensive machinery, share talents & expertise, and develop markets of scale for products such as mulch, saw-shavings, dust, and wood-chips or ‘bio-fuel’.
Just recently it was awarded a grant for the commercial production of some very attractive wood floor tiles cut from small trees just 6-plus inches in diameter. Its new facility will perhaps prove to be Old Wood LLC’s greatest gift of the area. You see, responsible, economically viable forestry management has become something of a missionary undertaking for the Old family since that devastating fire back in 2001. As they see it, un-cleared small diameter trees left in situ are simply the next blazing inferno waiting to happen.

So, if they can offer an economically viable market for this otherwise undesirable timber, the local harvester will find that he is adequately compensated for the cost of clearing it out of the forest, so that many of tomorrow’s fires will simply never happen.
Old Wood’s vision is to establish itself as a truly green niche grass-roots operation, a vital component in the local equation for responsible forest management, a catalyst for job creation within the community, and a key player in the development of a new market for millions of board feet of these smaller trees harvested for processing at the local Wood Cluster.
Harvesters and stakeholders from the Gallinas Watershed, Santa Clara Pueblo, Walker Flats, Taos and farther abroad all stand to gain as Old Wood LLC rises like a phoenix from the ashes of the Viveash fire.
Do visit their website and take a glimpse at their quality wood products, from traditional Douglas fir wood flooring, glue down flooring, wood floor tiles, wainscoting, and more.
On occasion, they offer discount prices on products such as re-claimed pine wood flooring, seconds, or overruns of their higher grade Douglas fir flooring. They are still pricing their new line of wood floor tiles, but they say that prices will probably start just above the upper end of the price range for laminate flooring and well below the costs for traditional wood flooring. All in all, they have attractive products to satisfy all pockets, from the economically conscious to the most discerning buyer.  -  Visit www.douglasfirfloors.com
2008-2009 Cost vs. Value Report  (For the full report visit: Realtor.org/realtormag)
Remodeling has come out with its 2008-2009 Cost vs. Value Report produced in cooperation with Realtor Magazine. In general, across the nation, when averaging data across the 30 different home improvement projects in its study, it estimates that the typical homeowner can expect to recoup some 67.3cents on their home improvement investment dollar (- or 67.3%).  This is down from 86.7cents on the dollar during the peak of the housing market, but down only 3.86cents since last year.

Here are the return-on-investment figures for four projects in the Albuquerque area compared to the Mountain States in general:

	
	Attic-to-Bedroom
Midrange Remodel
	Kitchen
Midrange Upgrade
	Bathroom

Upscale Remodel
	Basement

Midrange Remodel

	Albuquerque
	81.1%
	78.2%
	75.4%
	90.4%

	Mountain States
	76.3%
	81.5%
	72%
	82.6%


The National Association of Realtor’s 4 Point Plan
(posted at http://takeaction.realtoractioncenter.com/nar/4pointplan.html)
The most recent economic stimulus bill, the Emergency Economic Stabilization Act, was a good first step towards stabilizing our nation’s economy.  Unfortunately, a number of the Act’s provisions have not proven to be as useful at stabilizing the nation’s housing markets as was first thought. 

Congress may consider a second economic stimulus bill this month.  If they do, there are a number of changes that could help to provide more stability to the nation’s real estate markets which most agree is a necessary step towards recovery.

The NAR has urged Congress to include the following provisions in any future legislation:

· Make the $7500 tax credit available to all purchasers and eliminate the repayment requirement.  The credit’s limited availability and required repayment terms have severely limited the credit’s appeal to potential homebuyers.  As a result, the credit has not been widely used or proven effective at stimulating sales. 

· Make the 2008 FHA, Fannie Mae and Freddie Mac loan limits permanent.  New rules for 2009 would significantly reduce the FHA, Fannie Mae and Freddie Mac loan limit from their 2008 levels. Now is not the time to limit the availability of affordable mortgages. 

· Get the Emergency Treasury bank relief program back on track by targeting more funds to mortgage relief efforts and increasing efforts to mitigate foreclosures.  Don't just give the banks unrestricted cash. Make the program work to improve mortgage and housing markets as it was originally intended.

· Permanently bar banks and banking conglomerates from engaging in real estate brokerage and management.  The banks have proven they have enough to do to simply properly manage their current lines of business.  Do we really want them to manage the home buying process?  Imagine what could have been the situation now if they already had the added ability to engage in real estate sales. 

Stimulus Plan According to the NAHB & the Fix Housing First Coalition
The National Association of Home Builders (NAHB) is one of Fix Housing First’s leading advocates for a housing stimulus and stabilization plan calling for measures that go far beyond the current first-time home buyer tax credit of up to $7,500 for those earning either under $75K if single, or $150K if married and filing jointly. Here are some of their key policy suggestions:

· All primary home purchases between April 9, 2008 and Dec. 31, 2009 would be eligible for the credit. 

· The credit amount would be increased to 10% of the price of the home, capped at 3.5% of FHA loan limits, bringing the credit to a range of roughly between $10,000 and $22,000. 

· The current recapture provision would be eliminated. Repayment would only be required if the home were sold within three years. 

· The credit would be available at the time of closing, making it easier to be used as a down-payment.


The second component of the stimulus plan would provide home buyers with 30-year fixed-rate mortgages at 2.99% on contracts closed until June 30, 2009 and 3.99% on closings between June 30 and Dec. 31, 2009.
In addition, the NAHB is urging the incoming administration to consider the following:
· Fannie Mae and Freddie Mac should retain sufficient federal backing to allow them to reduce mortgage rates and fees.

· Fannie Mae and Freddie Mac should focus on the core business of securitizing mortgages and holding portfolio loans that do not have a secondary market outlet in order to provide reliable mortgage market liquidity and ongoing support for affordable housing initiatives.

· FHA should be restructured as an independent government corporation, within HUD and separate from Ginnie Mae, that would continue its current mission of supporting liquidity, innovation and continuity in the housing finance markets by providing mortgage insurance backed by the full faith and credit of the U.S. government.

· FHA should be freed from federal government constraints on hiring, personnel management and procurement, and should have flexibility to develop and modify programs to react promptly to market developments and needs.”

For further details see: 
http://www.nbnnews.com/NBN/issues/2008-12-08/Front%2BPage/index.html & http://www.nbnnews.com/NBN/issues/2008-12-08/Front%2BPage/3.html

Season’s Greetings to one & all

Blessings for the New Year
& Joy to you and those you love.

- Michael
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