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“Signs of a Mania” or “Nothing Much to Worry About”
- The Continuing Dialogue:
The overwhelming demand for property investments is having an impact of farmland values. Iowa & Michigan, for example, saw prices increase 11% last year, while prices appreciated 14% in Illinois and Wisconsin.
Nationwide, new-home construction is at its highest level in 21 years, according to the U.S. Commerce Department (- rising 15.8% to an annual rate of 2.2 million units during the year-over-year period ended in February). 


At the same time, according to a recent report from the New York-based public policy group Demos, consumers are increasingly tapping into their home equity to cover medical costs, credit-card bills, and basic living expenses rather than to finance residential improvements and other large purchases. And the amount of equity held by homeowners has fallen from 68.1% in 1973 to 55% in 2004. 
Although this might appear disastrously risky, an improving economy and low interest rates in the fourth quarter actually helped keep homeowners on track with their mortgage payments, as delinquencies and foreclosures dropped, according to the Mortgage Bankers Association.


Javier Silva, who penned the report, "House of Cards," is one of those who are concerned about "upside down" debt and believe that inflated appraisals may eventually cause homeowners to owe more than their real estate is actually worth if prices begin to decline. 

Homeowners in the Northeast and on the Pacific Coast would probably be most at risk, considering that since 2000 property values have risen 60.6% and 74.2% in those markets, respectively. 

Indeed, home price appreciation in many parts of the United States is making renting a more attractive option for more Americans, although rents are now beginning to rise. 

Boston-based Torto Wheaton Research reports that the gap between the cost of buying a house and renting in some of the country's most desirable markets is now at its widest in over 10 years and, by other accounts, its biggest since the 1970s. 

In Miami, for instance, rental costs are 63% of the cost of homeownership versus 89% just four years ago. 


Many analysts are paying close attention to the luxury (upper 10%) end of the market, believing that it will be the first to show signs of exhaustion. BusinessWeek found that this part of the housing market softened some 2% in the fourth quarter of 2004; at a time when the Office of Federal Housing Enterprise Oversight reported that its housing price index for the non-luxury segment of the market rose 1.69%. 
In Boston & Chicago luxury end prices fell a little over 10%; in Miami they were down 6%; and Washington, D.C. saw a 7% decline. Meanwhile, in Atlanta prices spiked up 14% and in New York City, they rose 8%. 

However, although the luxury housing market in many of the countries costal communities, such as Los Angeles, San Francisco, San Diego, New York, Long Island, and Miami, is extremely expensive and may be the first into the long awaited decline, the nation's broad midsection remains extremely affordable. In Pittsburgh, St. Louis, and Detroit, for example, the luxury market housing affordability index is over 200, indicating there is still plenty of room for further price appreciation.  

Energy-Efficient, Eco-Friendly Construction & Improvements:

In the USA, out of an overall 12 million homes constructed between 1990 and 2000, it is estimated that 50,000 were environmentally friendly. What was once a curiosity is slowly becoming a more mainstream concern.
Many consumers see a need to make choices that cut down on pollution and make the smartest use of the earth’s limited natural resources. 

For an increasing number of others, rising utility bills are the primary concern.

Indeed, even in 2000 low-income consumers spent 19% of their annual income on energy bills.

Nevertheless, although half of the people responding to a 2000 survey by the National Association of Home Builders said they want to live in green homes, only about 14% were actually willing to pay more upfront for such a home. 

Clearly, education is a priority issue.


Energy Rating Systems & Energy Efficiency Resources:


There is no universally accepted standard for quantifying energy efficiency in homes.

As a starting point in defining a green home, many states rely on some form of the U.S. Department of Energy’s Model Energy Code, (www.energycode.gov) first developed in 1983 and renamed the International Energy Conservation Code in 1998. This code contains energy-efficiency criteria for new residential and commercial buildings and for additions to existing buildings. It describes how ceilings, walls, floors, foundations, lighting, and power systems must be constructed to meet its energy conservation standards. 


Home Energy Rating System. (HERS) www.hers.org. HERS is one of the most widely used methods of rating energy efficiency in homes. As part of the 1992 Energy Policy Act, Congress mandated the U.S. Department of Energy, HUD, and the mortgage industry to develop a nationally recognized system for measuring the energy performance of new and existing dwellings. The result was HERS, which rates a home on a scale of 0 to 100 by comparing it to a computer model of the same house built to the specifications of the 1993 Model Energy Code. A score of 80 indicates that a house meets the Model Code. Scores above and below that number reflect degrees of compliance with the code. 

To qualify for the EPA’s (Environmental Protection Agency)  “Energy Star” label (initiated in 2001 – see www.energystar.gov/), a home must achieve a score of 86 or higher on the HERS scale, making it at least 30% more energy efficient in its heating, cooling, and water heating than a comparable home built to the 1993 Model Energy Code. The home must also be 15% more efficient than the state’s energy code. The rating must be done by an independent home energy rater.

National Energy Raters Association. Members are professional home energy raters and consultants. (www.energyraters.org) Energy raters provide the independent verification that a house meets applicable energy standards. 

Besides working with the nationwide energy-rating network HERS, energy raters often work for small local providers, local utility companies offering energy audits, or other national networks such as: 

· Energy Rated Homes of America. ERHA is a national home energy rating system with member programs in 16 states. Its ratings are recognized by Fannie Mae, Freddie Mac, FHA, and VA. It has partnerships with Chase Manhattan Mortgage, GMAC Mortgage, and other national primary lenders to offer preferred financing for homes that are certified by ERHA to be energy efficient. www.erha.org
· Residential Energy Services Network. A partnership between the national mortgage industry, Energy Rated Homes of America, and the National Association of State Energy Officials. RESNET’s mission is to improve the energy efficiency of the nation’s housing stock by expanding the availability of mortgage financing options and home energy ratings. It is a national network of mortgage companies, real estate brokerages, builders, appraisers, and utilities. www.natresnet.org. It accredits providers of energy audits and offers training for lenders and real estate professionals in energy efficiency.



Energy and Environmental Building Association is national membership organization that includes architects, builders, developers, manufacturers, engineers, utilities, code officials, researchers, educators, and environmentalists. www.eeba.org. 

Energy Efficient Upgrades:
Many experts agree that certain types of energy-efficient improvements, such as fixing cracks in walls and foundations, upgrading HVAC systems, and adding more insulation are an economically sound investment.

· See EnergyGuide.com. On this site, you’ll find free tools to pinpoint areas where you can cut costs. You can “Analyze Your Use” and get energy-saving ideas by entering your ZIP code and completing a home-profile survey. Or tap into one of the site’s “EnergySaver Calculators” to determine how much money you would save by replacing an old appliance, such as a water heater, washer and dryer, or refrigerator, with a new energy-efficient model.

An independent energy rater/auditor will assess a home’s energy usage, determine what improvements could increase energy efficiency further, and compute the savings and payback period of various options. 

An energy audit, typically costing between $200 and $300, can either be ordered by a seller who wants to add an “energy-efficient” marketing appeal to his/her home, or by a buyer who is trying to qualify for an energy-efficient mortgage.

The following example gives a general idea of how to translate energy efficiency into lower operating costs. 


A family purchases a 12-year-old home for $160,000. They add $4,200 to their mortgages (at a fixed rate of 7%) to finance heating system and insulation upgrades to the home. 

Payment Comparison justifying $4,200 in Energy Improvements (Source: HERS):

                                                      With              Without 
Monthly mortgage                       $1,335              $1,307
Monthly energy expenses            $124                 $213
Total monthly cost                       $1,459              $1,520


Net yearly savings                      $732

Of course, actual savings will depend on utility costs in your area and the specific improvements made. Again, local utility companies or a certified energy rater can provide more precise savings estimates for each individual home. 

How Energy-Efficient Mortgages Work

The FHA, VA, Fannie Mae, and Freddie Mac all sponsor energy-efficient mortgages (EEMs) for homes that are certified as energy efficient by an accredited energy rating system or independent consultant. 

For new construction, the home builder would normally be responsible for obtaining an energy rating via spot checks of a selected number of homes in their development. Many builders provide fact sheets on a new home’s energy usage, and some will guarantee monthly energy costs.

Energy improvement mortgages allow buyers of older homes to roll the costs of making energy improvements right into their mortgage. An energy rater inspects the property and recommends cost-effective improvements. The lender places the money for those improvements into an escrow account, and when they are made another energy rating is taken. If the work was performed satisfactorily, the funds are released to pay for the work. 

These energy efficient mortgages let prospective buyers add their future energy savings to their income and thus qualify for a 2% higher debt-to-income ratio - called “the 2% stretch”. Qualifying for a larger loan then allows the Buyer to contemplate the purchase of a more expensive home. 
For example, under normal underwriting guidelines, assume that a family could spend up to 28% of its income for housing. The chart below (Source: HERS) shows the family’s additional buying power if it buys a home that qualifies for an energy-efficient mortgage. Assume the home is financed with a 30-year mortgage at a fixed rate of 7%.
Monthly       Regular     Energy Efficient         Increased
Income        Mortgage          Mortgage           Buying Power
$2,000            $75,800             $81,200                 $5,400
$2,500            $96,800             $103,800               $7,000
$3,000            $117,800           $126,300               $8,500
$3,500            $139,000           $148,700               $9,700


Environmentally Sensitive Construction:
The U.S. Green Building Council (USGBC ) represents all segments of the building industry, and is working to change the way buildings are designed, constructed, and maintained. It has developed a voluntary green building rating system called LEED ™ (Leadership in Energy and Environmental Design). This system evaluates not just energy efficiency, but also land planning techniques that preserve the natural environment, site development that reduces erosion and protects trees, indoor and outdoor water conservation, use of recyclable and renewable materials, waste reduction, rescue, and recycling during construction and throughout the life of the building, as well as indoor air quality and other issues. The LEED rating was designed for commercial buildings and was recently expanded to the residential sector. Some states and government agencies have mandated that all new taxpayer-funded buildings meet LEED standards. www.usgbc.org 

· GreenerBuildings.com The nonprofit group GreenBiz.com and the U.S. Green Building Council (www.usbgc.org ) are behind this information-packed site, which provides free resources for environmentally responsible building development. You can learn about eco-friendly Building Materials—an important topic considering that buildings account for 60% of the raw materials used in the United States—and find out how to create healthier building Interiors. This well-designed site provides related news for each topic, as well as thorough background information and links to organizations. Other topics include Architecture & Design, Facility Management, and Land Use.

National Association of Home Builders (www.nahb.org ): This national trade group, which represents the homebuilding industry, devotes a section of its main Web site to environmental issues. Learn NAHB’s stance on the debate about whether to build on Wetlands, and find out how Smart Growth and the Environment are shaping builders’ plans. Each environmental topic includes a short summary and links to related Web sites, press releases, and news items.

The NAR Demonstrates its commitment to Building Green
The National Association of Realtors’s (NAR’s) own D.C. headquarters demonstrates that building an environmentally sensitive building can be done cost effectively.
Many aspects of the building--from the reclamation of a brownfield site directly facing the Capitol, to the recycling of construction waste, and the 19% recycled content in the building’s stunning green curtain wall of high-efficient “smart” glass—meld environmental awareness and good design.

To decrease energy usage for lighting, the building is designed to allow daylight to reach 98% of the interior space. And, in addition, interior lights are equipped with daylight sensors that automatically adjust the artificial light levels as natural daylight dims or increases. 

The building’s energy demands are also kept in check by the use of light-colored, reflective Energy Star roofing materials, while its water demands are minimized through the use of captured rainwater for landscape irrigation. 

Reverse Directories - Something you may want to share with friends. 

Google has recently implemented a new feature wherein you can type someone's telephone number into the search bar, hit enter and then be provided with a MapQuest link to their house. Quite scary! Everyone should be aware of this! Think about it - if a child, ANYONE, gives out his/her phone number, someone can actually look it up & find out where he/she lives. The safety issues are obvious, and alarming. 
Fortunately, you can have your phone number removed or blocked. So, please, look up your own number. If you want to BLOCK Google from divulging your private information, simply click on your phone number. It then takes 48 hours to process. If you are unlisted in the phone book, you might not be in there, but it is a good idea to check, just in case.
Unfortunately, there are numerous other reverse directories out there. So, it’s probably going to be impossible to make yourself completely invisible to the most maliciously determined crackpot. Nevertheless, placing a block on Google is certainly an excellent first line of defense.
Once again, I hope that this newsletter has brought you something of interest or value.

Please do remember to recommend me to friends and family.             
Best Wishes,                           -                         Michael.
[image: image1.jpg]


                     Personal Service                                                          7001 Prospect Pl. NE, #200
                   Enduring Commitment                                                    Albuquerque, NM 87110
                   www.MyAlbuquerqueDreamSpot.com                                    Mobile: (505) 307-0497

