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What about the Real Estate Market now?!

From 1968 through 2000, national median existing home sales prices rose at 6.2% per annum, mildly outstripping the consumer price index which rose at 5.1% per annum. By comparison, in the past four years median home prices have risen at 9.6% per annum, well ahead of the underlying inflation rate. In the first quarter of 2006 prices were 13.9% higher than they were a year earlier. However, in September, 2006, the NAR (National Association of Realtors) revised its expectations for 2006 existing home price appreciation downwards to just 2.8%; suggesting, at the same time, that prices would increase just 2.4% in 2007. These rates are well below the 4.4% increase in consumer prices (excluding housing costs) that have prevailed over the past year. So, adjusting for inflation, median home prices can be expected to be lower at the end of 2007 than they are today. Corroborating this expectation, the Wall Street Journal’s monthly survey of 48 economic analysts concluded that 2007 might see a mere 0.4% increase in home prices, which would be lower than the previous low of 1.3% in 1991.

Another indicator suggesting a visit back to the housing lows of 1991 is the National Association of Home Builders indicator of expectations for the next six months. This index has declined for the last eight consecutive months and now stands at the lowest level since February 1991. In August, the number of housing starts dropped 6.0 percent, which was down 19.8 percent from a year earlier - a record-breaking year. And, to move the inventory, many builders are now cutting their margins & offering substantial incentives to facilitate a sale.

In addition, RealtyTracTM’s August 2006 U.S. Foreclosure Market Report showed that the foreclosure rate had increased 24% from the prior month and 53% since August last year. Its numbers show that there is now a national foreclosure rate of one new foreclosure filing for every 1,003 U.S. households. Colorado had the highest rate, with one foreclosure for every 301 households; Nevada came in second with one foreclosure for every 430 households, Florida was third with one foreclosure for every 442 households. And certain metropolitan regions fared particularly badly: Greely, CO, had one foreclosure for every 136 households; Fort Lauderdale had one foreclosure for every 174 households; Broward County, FL, had one every 160 households; Miami had one for every 195 households, and Denver had for one every 196 households.

However, many forecasters do believe that sales will flatten out in mid-2007 and gradually move back up towards trend in 2008. And there are areas of the country that are still doing relatively well. In the second quarter, the East South Central states had an annualized home-value appreciation rate of 8.3% which was the highest in the nation, leading the West South Central states with 7.8%, and the Mountain states with 6.4%.

Here in the Albuquerque Metropolitan region, house prices rose at about 6.5% in the second quarter, and now stand about 14% higher than they did this time last year. However, housing inventory levels over the last four months have remained at almost twice the level that prevailed when price appreciation was reaching its peak. This is a problem, as demonstrated by a recent survey of 27 major metropolitan markets showing that wherever supply grows by more than 30% price declines soon follow. 

The graph below illustrates that houses priced below $220,000 or so are still tending to sell relatively rapidly here in Albuquerque. However, houses priced above this level take many more months to sell than they did during the sellers’ market boom. Consequently, sellers are now beginning to lower their price expectations, offer incentives, and do whatever they can to get their houses sold.
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House swapping offers all the comforts of home:
Home swapping has been used routinely between college professors vacating a residence while on sabbatical. Now, with the advent of swapping Web sites and expanding sections dedicated to home exchange on personal advertising sites like Craigslist, the practice is becoming more commonplace for singles, couples and families.

Primary residences continue to factor heavily in this trend, but noticeable recent contributors to the field are the vacation & investment properties taken on by baby boomers during the recent low-interest-rate real estate boom. Empty-nesting boomers, prone to more travel and boasting more disposable income than other demographic groups, are swapping to keep their second homes occupied in their absence, and also as a way to travel in comfort and yet get to know an area by meeting the locals rather than just mingling amongst fellow tourists in a homogenized, sanitized hotel environment.

Younger families and multigenerational traveling groups are also warming to this hotel alternative in order to meet space needs and to cut expenses. They're often seeking access to kitchens, a washer and dryer, bicycles, tennis rackets, or perhaps the use of strollers or other baby gear arranged to be left behind. Sometimes gym or club passes are temporarily transferable.  In addition, saving money on hotel bills leaves more left over to spend on excursions, and entertainments, such as diving, riding, skiing, & tickets to concerts & shows.

Websites such as Digsville, Homelink, HomeExchange, and Intervac, help homeowners make an initial match based on location, dates of travel, the number of bedrooms and baths needed and other basic features & amenities,. Pictures &/or video are provided. After that, would-be swappers are encouraged to phone & e-mail their prospective fellow swappers both for further information and to build a level of trust they are comfortable with.

Many sites offer contract templates and checklists for securing the arrangements. Early on, swappers will need to address issues such as interest in caring for pets, internet availability, and special needs, perhaps access to a handicapped bathroom or eliminating any allergy risks.

Needless to say, with these details in mind, it can take many months to find an ideal candidate for a successful house swap.

Of course, many penny-pinching youngsters don’t have elaborate needs and just want a place to lay their head. They may even be able to take off at a moment’s notice if they find a suitable match at the other end. For them, compatibility factors take on less significance.

Most home-swappers, though, aren't that adventurous. As such, serious swappers appear willing to pay for the security and variety that comes with club participation, which typically costs around $45 a year. This allows users keep their homes listed and receive timely e-mail alerts to available matches.

It is important to note that the home-exchange Web sites and clubs are not liable for the actual outcome of a swap, although many allow comments to be posted. It goes without saying that precious heirlooms and personal documents should be locked up out of sight, but swappers may also want to stipulate in writing replacement expectations for everyday items such as broken dishes and carpet stains. Swappers should check their homeowner’s insurance policy as liability exposure is much broader to the average homeowner than to a business such as a hotel. The frequency of the swaps is likely to be the determining factor between coverage under a general homeowner’s policy and the need to have a rental property stipulation included in the policy. Auto policies also need to be checked if car swapping is included in the arrangement

Safety and security notwithstanding, cleaning standards are often the swapper’s number one concern.  Find out which personal standard your fellow swappers follow in their domestic life:

1) “You Can Eat Off Of Our Floor”, 
2)   “Company's Coming”,  or
3)  “Don't Even Think About It!”.

The High Cost of Copper:

World demand for commodities has driven the prices of steel, copper, aluminum and other metals to historic highs. The price of copper has more than doubled in the past year to around $3.60 per pound today. This in turn has driven the price of high-quality scrap over $3.00 per pound, with lesser grades fetching a little less. In turn, the skyrocketing price of scrap is inspiring criminals to hit houses, making off with copper coils in air-conditioning units, copper wires, and copper pipes.

In the past several months, police departments across the country have reported a surge in the number of copper-related thefts at homes, businesses and elsewhere. Police have reported everything from copper vases swiped from gravesites to more serious thefts, such as the copper wire stolen recently from a power substation in Oklahoma City that utility officials say caused a six-hour power outage for 4,000 customers. . In Detroit, police are reporting thousands of dollars in repair costs for street lights that have been stripped of copper components.

Residential air-conditioning units in particular are becoming popular with thieves. The copper insides of a condensing unit -- the portion of a central-air system that sits outside -- can fetch $50 to $150 at a scrap-yard, while replacing an entire unit that's been plundered can cost $2,000 or more.  Thieves often target units sitting unwatched at new construction sites or empty homes, but more brazen ones may pose as servicemen and strike in the middle of the day even when residents are home.  All this activity is keeping air-conditioning contractors busy taking service calls regarding damaged, stolen, or gutted equipment.

Another target for thieves is copper piping, which often runs exposed beneath many older homes. With just a couple of hours’ work, they can net quite a handsome profit.

Copper isn't the only metal sought by thieves. Products made from aluminum and steel are also being targeted -- everything from beer kegs to aluminum luggage carts. But thefts of copper -- which commands a higher price -- are especially onerous for homeowners and builders, as the metal is used throughout the modern home.

Police say the culprits are usually petty criminals looking for some quick money. Those who are arrested are charged with burglary or larceny, depending on the circumstances of the theft, and face fines, probation or several years in jail.

In response to the rash of thefts, cities are starting to crack down. Montgomery, Ala., recently passed an ordinance requiring scrap-yards to report the copper they take in to the police department, and police in Detroit are making sure local scrap-yards are licensed and are collecting identification information from people who sell them the metal. Perhaps it is also time for builders to install AC units on the roof, instead of at ground level where they are conveniently accessible not only to the homeowner but to the thief as well!
What’s a Bathroom Worth?
A new study by the National Association of Home Builders shows how important bathrooms are to a home’s value. Using data

from the American Housing survey conducted by the U.S. Census Bureau, NAHB economists found that the addition of a half-bath adds about 10.5%

to the price of a typical suburban home, while an extra full bath can

boost that value by as much as 20%. This is about as much as the value of the lot on which the average house sits.

It's no surprise that adding a second bathroom to a one-bathroom home

can bring a decent return. Adding just a half bath to such a home adds 11.5%, if there are two bedrooms, 12% if there are three bedrooms and 12.5% if there are four bedrooms.

When the number of bathrooms is approximately equal to the number of

bedrooms, an additional half-bath adds about 10% to the home's value,

converting the half-bath to a full bath adds another 9%, and adding a full bath adds about 19%. 

However, when the home contains fewer bathrooms than bedrooms, the percentage gains associated with an added bathroom are somewhat larger.

Bathroom additions don't come cheap, though. A midrange addition will

set you back $23,000 and a more upscale master-bath addition could cost

more than $47,000, according to the 2005 Cost vs. Value report produced

by Remodeling magazine. Also, that annual survey found that you'll only

recoup about 85% of that cost when you sell your home.

By comparison, a midrange bathroom-remodeling job, with an average national cost of $10,500, can be expected to return more than 102% of its cost at sale time.

More on Mexico

Just a decade ago it was easy for people to go to a Mexican bank for a loan to buy a donkey or a tractor, but difficult to get a mortgage for a home. Fortunately, that is not the case today.

Recent economic, fiscal and monetary policies in Mexico have speeded modernization and given confidence to the mortgage industry. Slowly but surely, large international financial institutions have set up shop in the country, with banks, such as Wells Fargo and Bank of America soon expected to join those already there -  such as Deutsche Bank, Citibank and HSBC. 

ReMax, Century 21, Coldwell Banker, Prudential, and other Realtor associations are already well established in ocean resort communities. They will soon branch out into the interior cities as well. 

Multiple Listing Services, which are in short supply, will take root and expand not only for the sake of convenience but because appraisers and lenders need access to the reliable data they supply.

The Association Mexicana de Profesionales Immobiliarios, or AMPI ( the Mexican real estate association), expressing a desire to implement a more open, transparent, and uniform set of professional practices across the border, has agreed to form a joint venture with the National Association of Realtors effective October 4th, 2006. Their members agree to abide by a Code of Ethics compatible with NAR’s, and, come 2007, only they will be allowed to use the REALTOR® logo and trademark in Mexico.

With all these chips falling into place, perhaps it is time to take seriously the suggestion that the residential housing market in Mexico today is embarked upon a voyage similar to that experienced in the United States during the 1940s post-depression era: a country venturing into a vigorous & prolonged housing boom!
For a helpful guidebook on buying property in Mexico, read “Cashing in on a Second Home in Mexico” by Tom Kelly and Mitch Creekmore.
Well, I do hope that this edition of my newsletter has brought you something of interest or value.
Remember that my livelihood depends upon the referrals you send my way. So, please do remember to mention me whenever you hear of someone thinking about making a move in the real estate market. I would be most grateful and I am sure they will be to!

Of course, like my competitors in the field, I am happy to provide a free market valuation of your home.

Thanks to one & all,
- Michael (alias MSpot)
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