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The Housing Crisis Here in NM and Across the Nation

According to Standard and Poor's Case-Shiller index, nation wide home prices have dropped an average of 14% since March 2007. And perhaps as much as 20% since the peak values in June 2006. Meanwhile, a recent NAR survey shows that out of 149 statistically representative metropolitan areas forty-eight had higher median prices than a year ago; while100 showed price declines; and one was unchanged. 
And a new report by Equifax, the credit bureau, and Moody's Economy.com shows that the foreclosure rate across the country jumped to 1.39%, from 1.08% at the end of last year and 0.58% a year earlier.
In addition, a report released by UBS AG suggests that foreclosures won't peak until the middle of next year.

However, here in Albuquerque the news hasn’t been nearly so dire. The map below from the Office of Federal Housing Enterprise Oversight indicates that in New Mexico there was a 5% appreciation rate between the 4th quarter of 2006 and the 4th Qtr of 2007.
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It is true that housing permits are down in the Albuquerque Metro area (some 55% for the year ending Feb.’07 compared to the year ending Feb’06). However, this is just an inevitable slowdown pointing to firmer prices ahead. 
Recently, Albuquerque ranked 8th in the top ten cities for relocation according to Relocate-America.com. Read the full list here: http://top100.relocate-america.com/   ( - view the top ten list below):
Our strong underlying economy has Forbes' placing us on its  "Cities for Best Foreclosure Bargains" list.  Here’s what Forbes magazine had to say about our city:
“Think of Albuquerque as a better-planned Phoenix. Slightly more conservative land-use expansion policies and much more conservative building has helped the metro stave off a crippling inventory glut that could cause widespread depreciation. Its trivial foreclosure rate is enough to offer deals without presenting too many risks.”

Median home price: $185,289                                                                  Foreclosure savings: $13,210

Foreclosure rate: 0.65%                                                                            Price change 2006-2007: 7.91%
Forbes magazine analyzed the country's 100 largest metro areas and then differentiated among inexpensive foreclosure markets and those that were undervalued.  In markets where housing appears to be stabilizing, buying a foreclosure could be a very good deal.  Forbes identified the healthiest economies and then looked at the spread between median prices and foreclosure prices, with data supplied by RealtyTrac, to determine where banks and sellers were offering the largest discounts on foreclosed properties.  See the table below for the top 10 cities where the magazine believes the best bargains can be found:  

For the full report, see: http://www.forbes.com/2008/03/19/homes-foreclosure-properties-forbeslife-cx_mw_0319realestate.html
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In addition, throughout all the Western States, Farmington NM recently rang in as the town with the second highest year-over-year price appreciation since the first quarter of 2007. So, it appears that our state is doing pretty well. 

With some 9 million borrowers nationwide with mortgages that exceed the value of their homes and with the number expected to increase to 10.6 million by the end of the second quarter (according to Moody's Economy.com), the senate and house are scurrying to enact comprehensive housing legislation that will shore up the economy.
These are some of the items under consideration:

· Create a temporary home buyer tax credit:

Home buyers would receive a $7,500 tax credit spread out over two years for purchasing homes in foreclosure or when foreclosure proceedings have begun. Home buyers would probably be required to repay the credit to the government, without interest, within 15 years or so.

· Allow businesses to carry back net operating losses for four years. 

Any business that loses money in 2008 and 2009 would be able to use those losses to offset taxes they paid for the previous four years, compared with the two-year carry-back allowed under current law. By allowing resulting losses to be claimed now, builders and other businesses that are suffering will be given additional financial resources to weather the economic storm, make their payrolls and even avoid bankruptcy. 

· Expand the mortgage revenue bond program.

States would be provided new authority to issue $10 billion in bonds to be used to refinance sub-prime loans, mortgages for first-time home buyers and multifamily rental housing.

· Modernize the Federal Housing Administration:

1) Oversight reforms for Freddie Mac and Fannie Mae. 2) Reduced costs for jumbo loans (above $417,000 & up to $729,750), thereby helping to stabilize the housing market in more expensive communities by making it easier for Buyer to qualify for loans in those areas.  
House Financial Services Committee Chairman Barney Frank (D-Mass.) has a plan to allow the FHA to insure up to $300 billion worth of refinanced loans. And FHA Commissioner Brian Montgomery announced a new plan for his agency to provide added flexibility to insure more mortgages under expansion of the FHASecure program. Montgomery said the program would encourage lenders to erase up to 15% of a failing mortgage loan in order to receive a government guarantee of timely payments. The Administration said the expanded program will help 500,000 borrowers by the end of the year at a cost of some $4,800 per borrower. Frank’s plan would put more federal money into the program and so help 1 million to 2 million home owners. There are also efforts to fund a HUD-administered loan and grant program for the purchase and rehabilitation of owner-vacated, foreclosed homes with the goal of stabilizing and occupying them as soon as possible.
Everyone at the Capitol is mindful of how the housing crisis is now spilling over into the entire consumer debt market. A record $715 billion of consumer debt is now in delinquency or default, according to Equifax and Moody's Economy.com, up from nearly $300 billion three years ago.
For a helpful interactive map showing loan delinquency rates around the country (with NM showing an overall 3.14% rate) go to:
http://online.wsj.com/public/resources/documents/retro-HOMELOAN07.html
Demand for Raw Building Materials down:
With much of timber consumption based on new housing and with new housing starts down by an estimated 50%, it’s a tough time for the timber industry. Lumber prices dropped from $475 per 1,000 board feet in the middle of 2004 to about $238 for the same amount in mid-March.

Composite lumber prices at Random Lengths show some of the lowest lumber prices in nearly two decades. 

Total U.S. lumber consumption was at an all-time record of 64.3 billion board feet in 2005. By 2007, that dropped to 52 billion board feet, with the 12 billion board foot decline equal to the total annual lumber production of Oregon, Washington and Idaho combined. 
During the slump in the early 1980s 60% of the West’s 1,000 mills shut down. At the start of 2007 the association’s 12 Western states had 210 mills. That number will probably fall well below 200 by the end of 2008.
2008 is also shaping up as another down year for consumption of Portland cement as construction activity remains soft, according to a recent Portland Cement Association (PCA) Economic Research report.

U.S. consumption of Portland cement is expected to drop 10% this year — to 102.7 million metric tons — and an additional 3.6% in 2009.

Ed Sullivan, PCA’s chief economist, projected a 26.5% decline in housing starts for 2008, with high home inventory levels depressing the residential sector until the second half of 2009. With close ties to economic activity, the nonresidential sector will post a 7% decline this year, he predicted.

“Nonresidential construction typically takes 18 months to recover,” said Sullivan. “This implies further declines in 2009, coupled with a slowdown in public construction activity during the same period.”

The PCA report forecasts a strengthening U.S. economy in the second half of next year as residential inventories are burned off and credit terms ease. This will set the stage for 5.2% growth in cement consumption in 2010, followed by an even stronger gain in 2011.
Lease-to-Own can help both Buyer and Seller: 

Lease-to-own agreements can help sell a hard-to-sell property during a sluggish housing market, a nd meet the needs of Buyers who may have credit issues they need to clear up.

Here’s how they work:

· A seller agrees to rent a property to an interested buyer for a set period of time, usually one to three years. At the end of the lease, the buyer has the option to purchase the home at a preset price.

· A portion of the monthly rent paid during the lease is usually counted toward the down payment. To cover that, the seller charges a rent increment or monthly premium of $200 to $300 compared to comparable rentals.

· Many owners also charge an option fee for taking the property off the market, usually 1 percent to 2 percent of the sale price. This may be applied toward the purchase.

· Sellers have no guarantee that renters will buy at the end of the term, but if they don’t, they keep the option fee and the amount of the rent that would have gone toward the down payment.
Prices hold firmer in good school districts:
Trulia found that despite the economic downturn in the real estate market, generally across the nation homes within highly-rated local school districts maintain or increase in value.

While the median list price in Chicago, for example, fell 4% between March 2007 and March 2008, according to the Web site, the median price in suburban LaGrange, Ill. -- where the schools are highly rated – rose 4%. And, while the median list price in Boston may have decreased 24% over the period, nearby Swampscott Mass., with its highly rated schools, experienced a gain of 15%.

See Trulia.com's school study. (http://www.trulia.com/school_study/ )
Mortgages Tailored to the Islamic Home Buyer

A few years ago, an Islamic home buyer would have found it almost impossible to get a mortgage compliant with Islam’s sharia law, which prevents the faithful from paying interest. 

Today, sharia-compliant loans are a growing market. In a report last month, credit-rating agency Moody's Investors Service said the global Islamic finance market has increased about 15 percent in each of the past three years and is now worth about $700 billion worldwide. 

All the largest lenders, including Citigroup, HSBC, and Deutsche Bank, have affiliates devoted to Islamic finance.

An Islamic mortgage looks like a lease-to-own deal. The bank, not the borrower, buys the house. The borrower makes installment payments to the bank for a period of years, at the end of which he or she gets the title to the house.
IRS Releases Vacation Home Ruling 

The Internal Revenue Service recently issued a Revenue Procedure ruling that spells out how vacation properties can qualify for 1031 exchanges, which involve the exchange of investment properties. 

The guidance aims to clear up the debate about whether vacation homes are investment or personal use properties. The ruling states that the property must be held by the taxpayer for 24 months. The holding period is broken into 12-month blocks, and during each the property must be rented at the fair market rate for no less than 14 days. 

Additionally, the owner can use the property for 14 days or 10 percent of the days rented, whichever is greater, plus a "reasonable" number of days devoted to maintenance tasks. Because it is a safe harbor ruling, experts say failing to comply with all the rules does not mean the exchange will be denied or an audit will automatically occur. 

However, they underscore the importance of keeping good records of the property's rental history and the dates the property was occupied by the owner for maintenance.
Green Roof Systems Sprouting Up Across the Country:
Green roof systems of living plants and vegetation, which are installed on the roof of an existing or a new structure, can reduce storm-water runoff and protect the roof from extreme temperatures, ultraviolet radiation and harsh weather conditions. Reducing daily temperature swings also decreases the amount of expansion and contraction of the roof waterproofing membrane, prolonging its life.
Popular in Europe for decades, appropriate green roof systems are now available in nearly all climates and areas of the U.S. All of the systems consist of four basic components — a waterproofing layer, a drainage layer, a growing medium and vegetation. Some green roofs also include root retention and irrigations systems, but these are not essential.
“Extensive systems” feature low-lying plants such as succulents, mosses and grasses. They require relatively thin layers of soil — one to six inches — and the plants usually produce a few inches of foliage. Accounting for most residential applications, extensive systems have less of an impact on the roof structure, weighting 10 to 50 pounds per square foot on average, and they are generally accessible only for routine maintenance.
Growing mediums for the systems include soils, peat and other organic materials, gravel and other aggregates. A drainage layer is required to adequately distribute water and prevent pooling. To minimize the weight of the system, drainage layers are often made from plastic or rubber, but they may also be made of gravel or clay. The drainage layer may or may not include filter media to ensure aeration.

The waterproofing membrane is a critical component of the system and should include a root barrier to ensure that the underlying roof surface is not compromised. If the waterproofing material is not root-resistant, an additional layer must be applied to serve this purpose.
Plants used in green roof applications must be easy to maintain and tolerant of extreme weather conditions — including heat, freezing and drought — and they must have relatively shallow, fibrous root systems. The plants should also be resistant to diseases and insects, and, in order to protect surrounding plantings, they should not generate airborne seeds.
Available in a variety of colors, in both deciduous and evergreen options, climate-appropriate succulents, mosses and grasses are often best suited for extensive green roof systems. Many nurseries throughout the country specialize in vegetation for green roofs.
The structural design of the home must be carefully considered to accommodate the additional load of a green roof system. Roofs do not need to be flat, but different systems have varying pitch recommendations and limitations, which should be considered during the design phase. Flood testing of the roof membrane should also be conducted prior to placement of the green roof system.
Costs for research, design and materials of the green roof system and structural support are higher than a conventional roofing system. Extensive systems can cost as little as $7 a square foot, though they tend to be in the $10 to $15 range. There will be some additional costs involved with maintaining the rooftop plantings. But, overall, maintenance of the roofing membrane will be reduced. Since planted roof systems increase the life span of the roof, repairs and replacement should be minimal.

Gut Flora and Obesity:

The types of bacteria in a baby’s gut may determine their risk of being overweight or obese later in life, according to Finnish researchers.

After analyzing fecal samples from 49 infants, 25 of whom were overweight or obese by the age of 7, they found that babies with high numbers of bifidobacteria and low numbers of Staphylococcus aureus appeared to be protected from excess weight gain.

On average, the bifidobacteria counts taken at 6 months and 12 months were twice as high in healthy weight children than in those who became overweight, while S. Aureus levels were lower.

The researchers suggested that S. aureus may cause low-grade inflammation in your body, which could contribute to obesity. Further, the findings may help explain why breast-fed babies are at a lower risk of obesity, as bifidobacteria flourish in the guts of breast-fed babies. 

Sources:

· Yahoo News March 7, 2008
· American Journal of Clinical Nutrition March 2008, Vol. 87, No. 3, 534-538
- Blessings to all

Michael
Please remember, my business depends upon those who express their gratitude for the service I have provided by recommending me to all their friends & family, and mentioning my name whenever they hear of anyone planning to buy or sell a house. Sorry to bother you, but that’s a truth this business destines me to live by. So, please help out.

· Thank you!
PS: The US Post Office requests that homebuyers & sellers visit www.usps.com/realmove, where they can fill out their change of address forms online.    – Thank You.
RelocateAmerica.com’s top 10 list:


Charlotte, N.C. 


San Antonio, Texas 


Chattanooga, Tenn. 


Greenville, S.C. 


Tulsa, Okla. 


Stevens Point, Wis. 


Asheville, N.C. 


Albuquerque, N.M. 


Huntsville, Ala. 


Seattle, Wash. 








Forbes Magazine’s top 10 list:


Charlotte, N.C.; 


Raleigh, N.C.; 


Nashville, Tenn.; 


Oklahoma City, Okla.; 


San Antonio, Texas; 


Albuquerque, N.M.; 


Knoxville, Tenn.; 


Seattle, Wash.; 


Indianapolis, Ind.; and 


Washington, DC- Arlington-Alexandria, Va.
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