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Market Synopsis
Across the U.S. existing home sales notched their third monthly increase in June and prices hit their highest level since October ‘08, fueling hopes that the housing sector is finally on the mend and will help propel a broader economic recovery.
National Association of Realtors chief economist Prof. Yun said that the inventory of previously owned homes for sale represented a 9.4 months' supply at the current pace of sales, down from 9.8 months in May and 11 months just last November. 
This was still above the historic average of six months' supply, which Yun said was consistent with a national price appreciation of around 4.0 percent.

Seven to eight months' supply would be consistent with no change in median prices, so the fundamentals still point to lower house prices over the rest of the year, he said.

Of course, in keeping with President Obama’s housing stimulus & mortgage relief plan, lenders have recently been holding back on foreclosures and thereby done their part to reduce the housing supply. In addition, the Treasury Department recently expanded its foreclosure prevention plan, lifting the current 105 percent loan-to-value cap to refinance up to 125 percent of a home’s value. This is allowing more home-owners to refinance rather than default.
Nevertheless, some say that the honeymoon period may soon be over and that there is a large backlog of bank foreclosures on the books awaiting sale. Recently, in many parts of the country there has been a strong demand for foreclosures with investors bidding up prices well above their original asking price. It will be interesting to see if this demand remains strong enough to maintain prices if/when the anticipated new wave of foreclosures hits the market. 
Here is a graph of the housing month supply figures for the Albuquerque Metro Area since June ’08 (Source: Greater Albuquerque Association of Realtors):
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As you can see from the graph above, there are now more houses on the market, in terms of the monthly sales rate, than ever. This is because, over the last year, the pace of sales has been slowing faster than the pace at which properties have been coming onto the market. Even though there were 22.74% fewer properties placed on the market in the 2nd Quarter of ’09 compared to the same period last year and even though the inventory level in June ’09 was 14.75% lower than the inventory level in June ’08, there were also 15.63% fewer sales in the 2nd Quarter of ’09 compared to the second Quarter of ’08 and 12.66% fewer sales in June ’09 compared to June ’08. This excess inventory placed further downward pressure on prices, with the median sales price down some 8.04% in the 2nd Quarter of ’09 compared to the 2nd Quarter of ‘08. July sales proved somewhat more promising, with the number of houses sold up 13.65% from June and also up 4.4% from July of last year. The average price was down 6.94% from July ‘08. Will this pace continue? Fortunately, the NM unemployment rate for June stood at just 6.8%, up from 6.5% in May and 4.1% a year ago, but well below the national average of 9.5%. So, our local market ought to remain stronger than most. And over the next few months first-time home-buyers will continue to rush to take advantage of the Obama administration’s first-time home-buyer tax credit. But what will follow? Will the pace of sales slow once more? Anxiety over such a possibility has lead many to calls for the stimulus to be extended in scope as well as duration. Among the proposed changes are: 

· Setting a new cap of $15,000.

· Extending the tax break into mid-2010.

· Making the benefit available to all home buyers, not just first-timers. 

· Offering a separate tax credit to $3,000 for borrowers who refinance. 
My regular newsletter readers will know that I put together my own price per square foot graph to help me assess the market. – My apologies to those who groan about local Realtors who so abuse this metric. 

I have found that my graph has its uses when used in context, and I think it will prove somewhat useful here. Those who have seen this graph before will know that it shows that Albuquerque Metro prices have fallen much further than we have otherwise been lead to believe by the simple “average” & “median” sales price data which are typically published. 

After a moments reflection you will realize that a Buyer faced with a declining market might simply decide to take advantage of the situation, spend maybe a little bit less, but definitely get more for the money. To a certain extent, this is precisely what has been happening. 

Let’s use a hypothetical example: 

It’s a declining market. The “average” Buyer is spending 5% less on his/her house purchase this year that he/she would have spent last year. However, this will actually buy him/her a property that used to be priced 5% over what he/she could have spent last year. So, this “average” Buyer is really happy to get more house for less money and purchase a house he/she couldn’t have purchased just a year ago. Today’s “average” Seller is really upset that although his/her house would have sold for 5% more than the prevailing “average” price a year ago, it will now only sell at this year’s “average” market price, which, itself, is 5% below last year’s “average” price. So, this “average” Seller in today’s market, who had thought him/her-self as better than average a year ago, has had to reduce his/her price 10%, even though on the surface of things we are told that the average price of homes sold has dropped only 5%. 

- Talk about statistics masquerading for truth!

It is because of this lie hidden within the statistics that I decided to construct a price per square foot graph. After all, how else could I determine how much more house the “average” buyer might be buying. There is no measurable yardstick for home “quality”. I can’t really tell if today’s “average” buyer is buying a house with granite countertops while last year’s “average Buyer settled for Formica. All I can usefully rely upon is a metric for home “quantity” – and that’s where “price per square footage” comes in. If the average price of a house purchased today is the same as the average price of a house purchased last year, but today’s average purchased house is 10% larger than last year’s average purchased house, then the average price per square foot value of houses has dropped and Buyers are getting more for their money while Sellers are selling for less. The simple “average sales price” tells us that the market hasn’t changed. The “average price per square foot” metric, however, tells us that something very different is hidden beneath the surface.

And so it was that my price per square foot graph told us that prices were dropping far faster than we were being lead to believe.

What is it telling us now?

You will see from the graph below that, although the simplistic published “average sales price” data continues to tell us that that prices are declining, in many neighborhoods (other than Rio Rancho, Ladera Heights and a few others not illustrated here) Buyers have actually been getting less house (in square footage terms) for their dollar. The market seems to be firming. Have Buyers already seen their best days? This question, of course, depends on whether the trend continues and one can extrapolate the curve. In the end, each Buyer & Seller in the marketplace has to make pocket-book decisions today on the basis of imperfect knowledge about the future. My purpose in displaying the graph below is simply to provide an additional perspective to inform these difficult decisions. Certainly, local prices aren’t simply going down.
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Albuquerque – A Great Place to Live & Work:
Martin Prosperity Institute’s Kevin Stolarick teamed with Kiplinger’s Personal Finance magazine to evaluate U.S. cities for their income growth potential, cost of living, and job security even in a softening economy.
With the manufacturing sector of the economy particularly hard hit in today’s downturn, cities supplying creative-class, white-collar jobs have better prospects for growth going forward. 
Albuquerque made it to the number two spot in this review:


	1. Huntsville, Ala.
	2. Albuquerque, N.M.

	3. Washington, D.C.
	4. Charlottesville, Va.

	5. Athens, Ga.
	6. Olympia, Wash.

	7. Madison, Wis.
	8. Austin, Texas

	9. Flagstaff, Ariz.
	10. Raleigh, N.C.



Reviewing more than 2,000 locations nationwide on the basis of a strong economy, sales taxes, low living costs, and plenty of fun things to do, housing prices, average number of children per square mile, proximity to healthcare, and the availability of educational institutions, U.S. News & World Report’s best places to live ranked Albuquerque among the top ten:.


	Albuquerque, N.M. 
	La Crosse, Wis. 

	Auburn, Ala.
	Loveland, Colo.

	Austin, Texas 
	San Luis Obispo, Calif. 

	Boise, Idaho 
	St. Augustine, Fla. 

	Durham, N.C. 
	Upper St. Clair, Pa.


Meth Lab – The Tell-Tale Signs:

Concerned that there may have been a meth lab at the property you’re thinking about buying? – Look for these clues that might give the game away:
· Yellow discoloration on walls and other surfaces. 

· Strong odors similar to solvent, cat urine, or ammonia. 

· Burning eyes, an itchy throat, or a metallic taste in the mouth while in the property. 

· Taped off fire detectors.

· Presence of security cameras or other surveillance equipment.

Meat Additive Dangers for Kidney Patients:
Many fresh meat and poultry products are injected with water, sodium, potassium salts, antioxidants and flavorings that are not required to be listed on food labels.
Kidney disease patients need to limit the potassium they consume, and once they have progressed onto dialysis they must limit their intake of dietary phosphate as well. According to the National Kidney Foundation, 26 million American adults have chronic kidney disease and millions of others are at risk. 

In July’s Clinical Journal of the American Society of Nephrology, Drs. R. Sherman & O. Mehta disclosed that "enhanced" meat products have an average of 28% more phosphates than additive-free products, while in a significant proportion of enhance products potassium levels were over 75% higher.

As over 30% of the enhanced products sampled didn't disclose these additives on their labels, the enactment of more comprehensive food labeling legislation could help the save lives of many Americans who need to monitor their intake of phosphates & potassium salts.
Old Town Home-Made Salsa Fiesta & Green Globe Festival
Saturday, August 15th; 2-7pm [Admission: Free, some events $4]
- Featuring the highly popular Homemade Salsa Competition (Entries Welcome), NM Wine Tasting; Commercial Salsa and Spicy Foods; Childrens Corner-a fun place for kids with art projects, storytelling, live music, balloon art and much more; Hot Ideas! Lecture Tent-Jane Butel; Live Music and Dance-great bands, lively and colorfully-costumed dancers and one of Albuquerque's most popular Salsa bands, Son Como Son, closing out the evening.

Sunday, August 16th; 9am-10pm [Admission: $10 in advance, $15 at the door]: 
The Green Globe Festival (www.greenglobefestival.com) is an all-day event at Balloon Fiesta Park to inform us about living more sustainably. The festival will feature nine bands performing from noon until 10 pm, & speakers from across the state will give presentations from 10 am. There will even be a hula troop. 

Rio Rancho Offers $5K in assistance to low income Buyers
Community Development Block Grant (CDBG) is an entitlement program administered through the U.S. Department of Housing and Urban Development (HUD). The CDBG Program Year is July 1 through June 30 each year; the same as Rio Rancho city’s Fiscal Year. It funds the Rio Rancho Housing Opportunities Program (RRHOP), a partnership between the Rio Rancho Lenders & the City of Rio Rancho Financial Services Department, which invests in low- to moderate-income individuals and their families by providing them an opportunity to purchase affordable housing. Down payment and closing cost assistance to first-time home buyers is awarded up to $5,000. 
Income guidelines:  Gross annual household income may not exceed 80% of the Median Family Income (MFI) for the City of Rio Rancho (Sandoval County) as established by the U.S. Department of Housing and Urban Development. Effective March 10, 2009
	Family Size
	80% of Median Family Income

	1 person
	33,300

	2
	38,100

	3
	42,850

	4
	47,600

	5
	51,400

	6
	55,200

	7
	59,000

	8
	62,850


For more information, go to: http://ci.rio-rancho.nm.us/index.aspx?nid=1217
I hope you found something here of interest &/or value. If you have friends or family who might be interested in any of the above content, please do forward them a link. 
It’s getting to be back-to-school time. I hope many of you managed to enjoy some good R & R without suffering severe dehydration under the sizzling sun.

For those of you who seem to get no rest, remember to relax even if it’s just between each breath you take (- N.B.: This skill is illusive. It takes practice, practice, practice. However, the rewards are great.)
Namaste,

Michael

[image: image1.emf]Albuquerque Metro Housing Supply in Months Since June '08

7.8

8

8.2

8.4

8.6

8.8

9

9.2

9.4

9.6

9.8

Jun '08 Jul '08 Aug '08 Sep '08 Oct '08 Nov '08 Dec '08 Jan '09 Feb '09 Mar '09 Apr '09 May '09 Jun '09

Month

Supply in Months

                 Personal   Service                                                                        7001 Prospect Pl. N.E., Suite 200                      2         00Enduring Commitment                                                                            Albuquerque, NM 87110                    

               www.MyDreamSpot.com                                                                                           Cell: (505) 307-0497

[image: image3.jpg]