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“We got a full tank of gas, half a pack of cigarettes, its dark, and 
we’re wearing sunglasses” 

 
 

Observations from the front seat of the roller coaster…… 
 

Presented by 
 

Mark Chapin, IFA
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By the mid 1990’s, what started as a small buzz by a little known 

company named Symbolics, turned into a deafening roar that became 
the Dot.Com frenzy. It was probably less “greed” than “fear’. Sure, 

there were millions made and more millions to be had, but what really 
fueled the pumps of the dot-comers was fear.  Fear that that they 
would miss out on the best opportunity of their generation.  Fear that 

history could be written by other authors. Fear that without more, 
there would certainly be less.  Over-estimated, over-marketed and over-

anticipated, the dot-com biz first shrugged, then broke in March 2000, 
under the weight of piling expenses, lukewarm reception and 
competition that throttled the boom-to-bust industry.   

Jaundiced, and with economic pressures building for an answer 
from up above, along came the cavalry, and down came the interest 

rates.  Greenspan, perhaps taking word from Ginsberg, howled 
through the chambers of congress and swiftly, steadily, decreased 
interest rates session after session.  According to Wikipedia, “between 

2000 and 2003, the interest rate on 30-year fixed-rate mortgages fell 
2.5 percentage points (from 8% to all-time historical low of about 

5.5%). The interest rate on one-year adjustable rate mortgages (1/1 
ARMs) fell 3 percentage points (from about 7% to about 4%).”  Richard 
Fisher, president of the Dallas Federal Reserve, said in 2006 that the 

Fed's low interest-rate policies unintentionally prompted speculation 
in the housing market, and that the subsequent "substantial 
correction [is] inflicting real costs to millions of homeowners." 

                                                
1 Mark Chapin is the presenter, assembler, and commentator of this offering. Most of the factual data 

presented in this handout is borrowed from reliable public sources.  
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Today, web-sites, books and blogs are filling volumes with finger-
pointing essays and rhetoricals many of which are directed towards 

the Fed’s former head honcho.  Excerpts found in many such forums 
are clear indications that present day historians are settling on their 

scapegoat.  The following is just one example:  

"Innovation has brought about a multitude of new products, 

such as subprime loans and niche credit programs for immigrants. Such 
developments are representative of the market responses that have 
driven the financial services industry throughout the history of our 

country … With these advances in technology, lenders have taken 
advantage of credit-scoring models and other techniques for 
efficiently extending credit to a broader spectrum of consumers. … 

Where once more-marginal applicants would simply have been denied 
credit, lenders are now able to quite efficiently judge the risk posed 

by individual applicants and to price that risk appropriately. These 
improvements have led to rapid growth in subprime mortgage lending; 
indeed, today subprime mortgages account for roughly 10 percent of 

the number of all mortgages outstanding, up from just 1 or 2 percent 

in the early 1990s."   -  AAlan Greenspan  

 
Of course, at the onset, it was difficult to foretell what could 

come of such rampant innovations.  To the seer of long term financial 

growth, the interest rate bargains and the chance to extend loan 
products to the previously untapped masses was a steroid-rich carrot 

with a very short stick.  That said, it is now well known that mixing sub-
prime loans with roll-your-own Adjustable Rate Mortgages in a 
cantankerous economy is dangerous alchemy indeed.  A multitude of 

lenders and brokers have headed for the hills, forgetting to pay their 
debts as they skedaddled out of town.  Paying those bills, though, do 
not even show up on the radar screen when measured with the toll paid 

by a bewildered American public, too many of whom are out of house, 
out of home and, most unfortunate of all, out of time. 

 
So here we are…it is fair to say that the mortgage industry is at a 

juncture and that that impacts all facets of the housing industry as a 

whole.  It is fair to say that lending practices will see many changes in 
coming years.  It is also fair to say that not all of the news is bad.  Not 
every part of the country is suffering.  There are segments in each of 

the regions where economies are more robust.  Several markets are 
exhibiting signs of recovery and several others are taking pro-active 

measures to forge ahead with progress.   
 

This document seeks to observe our situation; to point out both 

positives and negatives; but mostly to inform and collate the recent 
media driven frenzy of opinion and misinformation. So read on for a 
region by region analysis, an overview on activities such as Fraud, 

Foreclosure and Market segment hot topics.  Remember, in radically 
changing times it’s important to stay frosty and pay close attention to 

your surroundings or run the risk of having your lunch eaten for you. 
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NATIONAL VIEW 

 

Q207 versus Q307 / opinions from NAR 

 
 

Have we bottomed out yet?  Let’s look at a comparison of 
attitudes in a short three month period.  

 
In Q207 Lawrence Yun, NAR Senior Economist indicated that the 

trend in pricing seen thus far in 2007 has been “encouraging”.  Mr. Yun 

stated, “Although home prices are relatively flat, more metro areas 
are showing price gains with general improvements since bottoming-out 

in the fourth quarter of 2006”.  He went on to add that the disruptions 
seen in the mortgage industry may temporarily hold back sales, 
however, there is a momentum building that suggests stabilization in 

many local markets. In fact, Q207 NAR stats show that six states have 
posted increases in sale pace from a year ago.   
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NAR statistics show that Wyoming was the best in total sales 

performance in Q207 (based on a comparison of 2nd Quarter 2006).  
Iowa was second with a 4.1% increase and third was North Dakota with 
2.9% appreciation.  The other three gainers include Oklahoma, Indiana 

and Nebraska.  
 
Overall however the national median existing home price 

declined 1.5% from the 2nd Quarter of 2006. Condominiums softened in 
several markets. However, a few condo centric markets appreciated.  

Salt Lake City was at the top of the list (25.2% compared to 2Q 2006).  
Reno-Sparks, NV was second with a 17% rise and the Austin, TX metro 
area saw median condo prices rise 14.9%.  

 
By end Q307 the picture changed. As funding sources tightened 

their belts to the last notch in flinch reactions to the new staggering 

default statistics the subprime industry literally stopped breathing 
and giants fell like dominoes hit with a sledge hammer. 

Single family existing home sales were stable in October while the 
condo sector was down, according to the National Association of 

Realtors®.  Lingering effects of the credit crunch were a drag on 
sales but the mortgage situation has improved significantly. 

Total existing home sales including single-family, townhomes, 
condominiums and co-ops – eased by 1.2 percent to a seasonally 
adjusted annual rate of 4.97 million units in October from a 

downwardly revised level of 5.03 million in September, and are 20.7 
percent below the 6.27 million-unit pace in September 2006. 

Closing Q307 Yun expected the sluggish performance.  “As noted last 
month, temporary mortgage problems were peaking back in August 

when many of the sales closed in October were being negotiated.  We 
continue to see the biggest impact in high-cost markets that rely on 
jumbo loans,” he said.  “Mortgage availability has improved as evidenced 

by much lower mortgage interest rates and a sharp jump in FHA 
endorsements for home purchases.   

“A trend away from subprime mortgages to FHA loans, which often 
carry much lower interest rates, is a positive development for 

consumers and the housing market going forward.  Still, it will take 
some time for the change to yield a measurably higher closed sales 
volume in the aftermath of the subprime collapse.  In the near term, we 

expect home sales to remain fairly stable.” 
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According to Freddie Mac, the national average commitment rate for a 

30-year, conventional, fixed-rate mortgage was 6.38 percent in 
October, unchanged from September; the rate was 6.36 percent in 

October 2006.  October 2007 Freddie Mac reported the 30-year fixed 
rate fell to 6.20 percent. 

The national median existing-home price for all housing types was 
$207,800 in October, down 5.1 percent from October 2006 when the 
median was $218,900, but there is a downward distortion from the 

temporary problems with jumbo loans that slowed sales in high-price 
markets, and that dragged down the national median. 

NAR President Richard Gaylord, a broker with RE/MAX Real Estate 
Specialists in Long Beach, Calif., emphasized that all real estate is 

local.  “Keep in mind that home prices are up in 93 out of 150 metro 
areas, and there is a lot of confusion in the market from reports about 
national data.  Broadly speaking, home prices in most areas are up 

modestly or fairly stable,” he said.  “Areas with population or job 
growth are seeing the strongest home price gains.” 

Among the many metro areas showing healthy price gains are 
Charlotte, N.C.; San Francisco; Albuquerque; and Green Bay, Wis. 

Total housing inventory rose 1.9 percent at the end of October to 
4.45 million existing homes available for sale, which represents a 10.8-

month supply at the current sales pace, up from a downwardly revised 
10.4-month supply in September. 

Single-family home sales were unchanged from September at the 
seasonally adjusted annual rate of 4.37 million in October, and are 
20.8 percent below 5.52 million-unit level in October 2006.  The median 

existing single-family home price was $205,700 in October, down 6.3 
percent from a year ago. 

Existing condominium and co-op sales fell 9.1 percent to a seasonally 
adjusted annual rate of 600,000 units in October from 660,000 in 

September, but are 20.2 percent below the 752,000-unit pace in 
October 2006.  The median existing condo price was $223,500 in 
October, up 4.9 percent from a year ago. 

Regionally, existing-home sales in the Northeast were unchanged at an 

annual pace of 900,000 in October, and are 12.6 percent below 
October 2006.  The median price in the Northeast was $258,700, up 1.3 
percent from a year ago. 
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Existing-home sales in the South also were unchanged in October, at an 

annual rate of 2.03 million, but are 19.4 percent below a year ago.  The 
median price in the South was $171,400, down 6.7 percent from 

October 2006. 

In the Midwest, existing-home sales slipped 1.7 percent to an annual 

rate of 1.18 million in October, and are 16.9 percent below October 
2006.  The median price in the Midwest was $164,000, down 1.6 percent 
from a year ago. 

Existing-home sales in the West fell 4.4 percent in October to a level 
of 870,000, and are 33.1 percent below a year ago.  The median price in 

the West was $318,200, which is 6.9 percent lower than October 2006. 

From Calculated Risk  
 
 

According to the Census Bureau report, New Home Sales in September 
were at a seasonally adjusted annual rate of 770 thousand. Sales for 
August were revised down to 735 thousand, from 795 thousand. 

Numbers for June and July were also revised down.  
 

 
 
Sales of new one-family houses in September 2007 were at a seasonally 
adjusted annual rate of 770,000 ... This is 4.8 percent above the revised 

August rate of 735,000, but is 23.3 percent below the September 2006 
estimate of 1,004,000. 
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The Not Seasonally Adjusted monthly rate was 60,000 New Homes 
sold. There were 80,000 New Homes sold in September 2006. 

 
September '07 sales were the lowest September since 1995 (54,000). 

 

 
 

The median and average sales prices are declining. Caution should be 
used when analyzing monthly price changes since prices are heavily 
revised and do not include builder incentives. 

 
The median sales price of new houses sold in September 2007 was 
$238,000; the average sales price was $288,000. 

 



 8

 
 
The seasonally adjusted estimate of new houses for sale at the end of 
September was 523,000. 

 
The 523,000 units of inventory is slightly below the levels of the last 
year.  

 
Inventory numbers from the Census Bureau do not include 

cancellations - and cancellations are once again at record levels. 
Actual New Home inventories are probably much higher than reported - 
probably about 100K higher. 

 
 

This represents a supply of 8.3 months at the current sales rate. 
 
This is another very weak report for New Home sales. The stunning - but 

not surprising - downward revision to the August sales numbers was 
extremely ugly. This is the second report after the start of the credit 

turmoil, and, as expected, the sales numbers are very poor. 
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FORECLOSURE 

Top 10 Worst Hit Zip  Codes by Foreclosure -  Second Quarter, 

2007 

1. 44105   Cleveland, OH   783 
2. 30310   Atlanta. GA   709 
3. 80219   Denver, CO   705 

4. 48228   Detroit, MI   679 
5. 95823   Sacramento, CA   634 
6. 48205   Detroit, MI   634 

7. 48224   Detroit, MI   583 
8. 89031   N. Las Vegas, NV   575 

9. 80239   Denver, CO   553 
10. 48219   Detroit, MI   549 

via CNN Money income stats via City Data 

 

 
 

RISKIEST HOUSING MARKETS 

 
PMI calculates its Risk Index by tracking and comparing home-price 

appreciation, labor markets, employment levels, affordability and the 
percentage of monthly income that a mortgage takes up in each market.  
The new model includes additional weight given to areas with recent 

volatility; this shows a risk towards California and Florida.  The 65.2% 
for Riverside, CA indicates there is a 65.2% chance that prices will be 
lower in the next two years.   

 
 

Five of eleven MSA’s facing a greater than 50% chance of a price 
decline are in California and four are in Florida.  Texas, Pennsylvania, 
Ohio and Indiana are the lowest ranked States for a price decline with 

a less than 10% chance of declining values in the next 2 years.  The 
common traits of markets with the greatest risk of decline are rapidly 
rising prices followed by a sharp slowdown in the rate of appreciation.   

The 20 markets with the biggest potential for a pricing correction are: 
 

 
 
 

Metropolitan Area     chance of decline 
Riverside-San Bernardino, CA   65.2% 
Phoenix-Mesa-Scottsdale, AZ   64.6% 

Las Vegas-Paradise, NV    61.4% 
West Palm Beach- Boca Raton, FL   60.7% 

Los Angeles-Long Beach, CA   58.6% 
Santa Ana-Anaheim-Irvine, CA   57.7% 
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Oakland-Freemont-Hayward, CA  57.2% 
Orlando-Kissimmee, FL    56.3% 

Sacramento-Arden, CA    56.0% 
San Diego-Carlsbad-San Marcos, CA 55.5% 

 
Metropolitan Area     chance of decline 

Fort Lauderdale-Pompano Beach, FL 54.2% 

Miami-Miami Beach-Kendall, FL   52.4% 
Tampa-St. Petersburg-Clearwater, FL 50.6% 
Boston-Quincy, MA    50.1% 

Washington, DC/Arlington-Alexandria, VA50.0% 
San Jose-Sunnyvale-Santa Clara  49.1% 

Virginia Beach-Norfolk, Newport News, VA47.6% 
Nassau-Suffolk, NY    44.5% 
San Francisco-San Mateo, CA   41.1% 

Baltimore-Towson, MD    40.0% 
 
 

 
 

NATIONAL FRAUD OVERVIEW 
 
The FBI indicates mortgage fraud is one of the fastest growing while 

collar crimes in the United States.  Mortgage fraud is defined as “a 
material misstatement, misrepresentation or omission relied upon by an 
underwriter or lender to fund, purchase or insure a loan.”  According 

to the FBI there are two types of mortgage fraud; fraud for profit and 
fraud for property.  

 
 Fraud for property is typically the homeowner making 
misrepresentations regarding income, personal debt or property value.  

The borrower wants to own the property and intends to repay the 
loan.  This is about 20% of the mortgage fraud.   Fraud for profit 
includes industry professionals and there are generally multiple 

loans with several financial institutions.   
 

 
The top 10 States for Fraud (2007) FNMA 
 

• Utah 
• Florida 
• California 

• New York 
• Idaho 

• Michigan 
• Arizona 
• Georgia 

• Minnesota 
• Illinois 

 

  
 

 



 11

 
The Top 10 Zip codes for fraud 

(Fannie Mae indicates Indianapolis and Memphis are high on the list as 
they had several 50+ loan fraud for profit problems) 

 
• Memphis, TN  381XX 
• Indianapolis, IN 462XX 

• Detroit, MI  482XX 
• Atlanta, GA  303XX 
• Decatur, GA 300XX 

• Pompano Beach, FL    330XX 
• Elgin, IL   601XX 

• Houston, TX 770XX 
• Minnealpolis, MN  554XX 
• Palatine, IL   600XX  

 
 
 

HOME SALES 
 

Below is a chart that shows the second quarter of 2007 in 
comparison to the previous years along with a percentage of change.  
Note that the total of existing home sales (not including new 

construction) is down by over 10% nationwide.  This is due in large part 
to the West which is the largest percentage decliner with nearly a 17% 
reduction. As the reader will see in a following section, there are 

reasons to believe that the decline in pricing seen in many local 
markets may spur sales in coming quarters.  
 

 

 

Total Sales – Existing Homes (NAR) 

 

 

 

 

 

 
NATIONAL ECONOMIC FORECAST 

 

Dr. Rageev Dhawan, Director of The Economic Forecasting 
Center at The Robinson College of Business, Georgia State University 
has issued the following forecast for the U.S. Economy for 2007 

revised as of August, 2007: 
 

• Dr. Dhawan indicates the Federal Reserve Bank “made a 
half step” by decreasing the Federal Funds rate by 50 
basis points but he feels they will need to do much more 
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to make a real impact.  The FED has since lowered 
interest rates by 50 basis points but Dr. Dhawan 

indicates that a total of 75 basis points will be needed 
to help the economy pick up steam. 

   
o Real GDP growth rate is down from 2.9% to 1.9% 

after growing at 2.9% in 2006.  The 1.9% growth 

rate for 2007 is a significantly decrease from the 
estimated 2.6% from a previous report.   

o On an annual basis, housing starts will average 

1.454 million units in 2007, rise to 1.533 units in 
2008 and rising to 1.619 million units in 2009.  

 
 
 

  
  The Core Inflation Rate will ease from the 2006 2.5% level to 2.2% in 
2007, 1.9% in 2008 and 2.1% in 2009  - (end segment) 

 
 

 
REGION BY REGION ANALYSIS 

 

 
 
MIDWEST 

 
             

In the past two quarters, what has been on the minds of most 
Midwesterners is the issue of taxes.  In response to what amounts to a 
deadened economy in many segments of this region, state and local 

governments have gone their citizens and asked for more money.  Ask 
virtually anyone and they will tell you that with the housing market 
the way it is, foreclosure screaming, jobs leaving local communities at 

an alarming pace and wages declining, this is hardly the time to look 
for revenue by an increase in taxes.  The message may have loud but it is 

anything from clear as legislatures in Ohio and Michigan are among the 
most active in dollar taking these days.   

 

According to the Federal Reserve Bank of Chicago, “Ohio 
enacted a modest tax on business gross receipts in 2005, replacing a 
local tax on capital machinery and equipment. Michigan has phased out 

its largest business tax and is now considering how to replace the 
revenues that it formerly generated with its Single Business Tax.”  

NOTE: In the past week, Michigan legislatures and the governor have 
come to an agreement to raise the state income tax and impost a tax on 
many services which has been dubbed an “interim’ measure.   The Fed also 

reports that “Illinois was considering a large “business” tax on 
business gross receipts to fund education and a subsidized health care 
initiative. To pay for it, Governor Rod Blagojevich advocated a large 

business tax on gross receipts because it would be paid by those who 
could afford it. Interestingly, the Lieutenant Governor Pat Quinn 

disagreed on the very same grounds.”   
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REGIONAL EVENTS 

 
The industrial base of the Midwest is well known for its many ups 

and downs.  Recent UAW/General Motors contract talks averted an 
extended strike which may be a lead in to improving conditions for the 
struggling automakers of Detroit.   

 
Chicago will be holding a conference where center-stage will be 

the growing topic of transportation and GHG regulation.  According 

to Bill Testa at FRC, “Following electric power generation, the 
transportation sector is the second largest source of carbon dioxide 

emissions in the Midwest, as well as in the overall U.S. (Carbon dioxide 
emissions generally arise from the burning of fossil-based 
transportation fuel—gasoline more so than diesel fuel.)”   

 
In order for the region to rebound and forge ahead on a path of 

improved business attraction, industries such as the automakers, 

transportation and general manufacturing must find a way to create 
and maintain jobs in an ever competing, evolving world marketplace.  

Many of the regions’ experts are calling on higher education to play a 
key role in the development of business strategies.  

 

Has the time come for an increase in toll roads and privatization 
of certain highways and bridges? Economists have long been 
considering this idea as one that is worthy of being advocated.   Much 

like other parts of the country with High Volume lanes, toll roads, 
etc., the Midwest may see more of these in the near future (only a 

limited number currently exist). 
 
REGIONAL STATS  

 
 The Midwest saw a decline.  A decline in total existing home sales 

of nearly 8.5% as compared to the second quarter of 2006.  The 

following summarizes the major states performance in the 2nd Quarter: 
 

Illinois      -16.5% 
Indiana  +1.4% 
Iowa   +4.1% 

Kansas  -6.1% 
Michigan  -12.2% 
Ohio   -7.3%  

 
 

 
 
 

 
 
 

 
AFFORDABILITY 
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As shown in the chart below (CNN.COM – MONEY), the Midwest 
has the predominant share of affordable housing in the U.S.  Ohio 

captures the most cities on the list followed by Michigan. 
 

Most affordable 

City State Price Income 

Indianapolis IN $113,000 $65,100 

Youngstown OH $83,000 $52,100 

Detroit MI $92,000 $56,700 

Toledo OH $105,000 $58,900 

Buffalo NY $89,000 $58,300 

Dayton OH $100,000 $59,800 

Grand Rapids MI $124,000 $61,500 

Akron OH $101,000 $61,300 

Rochester NY $111,000 $64,100 

St Louis MO $124,000 $65,800 

 
 

FRAUD 

 
 

• The Midwest includes several states that occupy upper 

ranks in terms of Mortgage Fraud.  Michigan (Detroit) and 
Illinois are notables within the top 10 – others are in the 

top 20 
• Fraud schemes run the gamut of varying types in the 

Midwest with Fraudulent Identification, insider involvement 

and falsified records being at the top of the list.   
• The Midwest accounts for 4 of the country’s hottest 

mortgage fraud hot spots and two others that are 

“problematic Mortgage Fraud areas”  
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FORECLOSURES 
 

• According to “Activeraing.com”, The Top Ten 
Foreclosure States are as follows:  
 

1. Nevada 
2. Colorado 
3. California 

4. Georgia 
5. Arizona 

6. Michigan 
7. Florida 
8. Ohio 

9. Indiana 
10. Illinois  

 

 
• Four of the ten states are situated in the Midwest.    

• Michigan hit 14,242 foreclosure filings in September, a 
number almost twice that in the previous year (7,846 in 
Sept. 2006)  

• Some Midwest states are rolling out plans to help the 
foreclosure crisis including Michigan and Ohio  

• Plans include a taxable-bond program and income 

restriction refinancing programs  
 

 
Midwest Sampler 

 

 
Michigan 
 

 One look at a local MLS in the Detroit area and it would be quite 
easy to see that there are several significant issues ongoing in the 

housing market.  Michigan, and its largest city, Detroit is largely based 
on an industrial economy.  Automakers have had their well known 
troubles and, while labor talked have averted strikes, etc. newly 

approved taxes to save the state from government shut down are likely 
to have a large impact on homeowners.  
 

 Indicative of the concept that there is “no safe haven”, the state’s most 
affluent county, Oakland, has seen its share of decline, as well.  

Traditionally known for its strong stability and growth, the 
following article describes what has taken place in the wake of state-
wide housing declines: 

Oakland County Home Sale Statistics-Third Quarter 2007 

Published October 12th, 2007 in Market Updates, Metro Detroit, Royal 
Oak MI Real Estate, Troy MI Real Estate, Bloomfield Hills MI Real 
Estate, Beverly Hills MI Real Estate, Birmingham MI Real Estate.  
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Housing market figures for Oakland County in September reflect a 
decrease in sales activity compared to September 2006: sales and sales   

 
 

Appraisal Issues:   
 

• The use of non-MLS sales in appraisal has been the most 

significant concern in recent reports.  Since sales have nose-
dived and pricing has followed, there have been fewer and 
fewer listings in the MLS.  That has produced the troubling 

issue of using public records as comparables.  Public records 
include all kinds of FSBO transactions, un-savory deals made 

between known parties, etc.  When an appraisal either fails to 
cite MLS as a course of does not include corresponding MLS 
numbers, a red flag should be immediately raised. 

 
• The use of “dated” transactions, many going back to mid to 

late 2006 is the next strongest concern.  The market has been 

suffering which is well known.  The use of sales that are now 
dated over 8-12 months have less and less to do with the 

current economic marketplace.  
 
 

 
Illinois 

 

• There are pockets of Illinois, including some sections of 
Chicago that have seen some reversal of downturns and may 

be heading towards stabilization.  
 
 

• According to Heardrick-Wagner Consulting Group, there 
is a lot of confusion in the Chicago marketplace as to 
perception.  The following is from their chief officer, Mr. 

Robert Headrick:  “…while the public hears all kinds of 
reports as to what kind of decline the real estate market is 

experiencing, that data is extremely irrelevant to what 
each of us experiences in our own individual markets.  There 
is no doubt the market is soft right now as the attached 

absorption numbers show.  The key then is to determine how 
this soft market is affecting values, not to use or allow 
the public to consider these changes in average sale prices 

from regional or national data to affect what is really 
going with their own individual market place.” 
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OHIO  

 
The Cleveland Real Estate market has seen a decline in sales prices of 
as much as 10% in many parts of Cuyahoga County since mid 2006.  

While other parts of Northwestern Pennsylvania and Northeastern 
Ohio have seen a general decline in sales prices, the Cleveland market 

continues to be significantly impacted by this phenomena due to the 
high level of fraudulent activity occurring.  This activity is primarily 
the result of investor flips within Cuyahoga County. 

  
Due to the strict city code ordinances which typically require an 
inspection by a City Housing Inspector prior to the transfer of Real 

Estate, there are a large number of transfers that require significant 
repairs to bring the properties into compliance with local codes.  If all 

of the repairs are not completed prior to the transfer, an escrow 
account is established with up to 150% of the estimated cost of 
repairs.  As a result, large repairs that are necessary to neglected or 

vacant properties often require a significant upfront cost which limits 
the number of qualified buyers (primarily investors) and often drives 
the price down to reflect the high cost of acquisition. 

 
If there are legitimate large repairs necessary for a property that 

would require a significant escrow, then a large increase in value over 
a short period of time would typically be considered reasonable.  
However, this does not always apply to homes that are primarily 

updated cosmetically.  
 
 

 Recent transactions involving flips with minimal cosmetic updates, 
large increases in value over a very short time frame and the use of 

dated comparables over six months old to justify the increase in value 
are the types of transactions that significantly elevate collateral 
risk in this market.  

 
Monthly statistics through the local MLS show a noticeable decline in 
sales activity for the first 3 quarters of 2007.  While some of this may 

be attributable to seasonal and weather related activity, new listings 
remain relatively high which has contributed to the declines in sales 

prices for this market.  With sales activity relatively flat for the past 
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few quarters, the number of pending sales was up, which could indicate 
a soon-to-be increase in sales activity and a move towards a more 

balanced supply and demand.  That said, there is no steadfast data or 
current evidence that sales prices are rebounding from the previous 

declines in 2006. 
 
 

 

 
 

 

INDIANA 
 

Early this year, CNN.Com (money) published the following:  

“Indianapolis was, once again, the most affordable major housing 
market in the United States. The median home sold there, already low at 

$122,000 during the previous quarter, fell to $113,000 during the 
last three months of the year. With a median income of $65,000, 89 
percent of the homes sold were affordable to the average family.” 

 
 
SOUTH 

 
 

 Sales of existing homes in the South Region are down 12.7%, 
median sales price is down slightly by 0.7% and there is a 10 month 
supply of homes on the market. (NAR)  The unemployment rate has 

decreased 0.2% from 4.4% in 2006 to 4.2% in June, 2007.  The South 
continues to be a stable market overall, with Florida and the Gulf 
Coast providing the most issues for the Region.   

 
 

FRAUD 
• Unfortunately fraud is alive and well in the South.  Of the 

top 10 states for Mortgage Fraud, the South includes 3.  

Florida, Georgia and Texas are among the top ten states 
and Virginia, Tennessee, North Carolina, and Maryland are 
problematic per the FBI.   

• The fraud committed in the Southern States is basically the 
same, identity theft, falsifying documents, illegal flipping 

and straw buyers as a part of elaborate schemes.  The 
difference is the amount of the fraud and the volume.  
Georgia, Texas and Florida dominate fraud in the South 

with schemes in the $10 to $20+ million range whereas AL 
& LA have $1 million schemes.  The smaller, more rural 
states will see more VA, HUD and Manufactured Home 

fraud.   
• Phillip Hill is the latest to be convicted in Georgia for 

committing $60,000,000 in Fraud and he was recently 
sentenced to 28 years in Federal Prison.   

• The Southeast accounts for 23% of the US mortgage 

fraud per the FBI.   
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FORECLOSURES 

 
• Foreclosures hit 5.12% of all outstanding mortgages.    

• Foreclosures are up over 55% in the first  of 2007 and 
they may reach 2,000,000 for the year 2007.  There have 
been 925,986 foreclosures for the first  of 2007 per 

RealtyTrac News.    
• This equates to 1 filing for every 134 households.    
• Florida ranked 5th with 1 foreclosure filing for every 

81 households   
• Texas reported 69,471 foreclosure filings or the third 

largest  
• Georgia ranked 7th. 

 

• There are 7 States that are driving the increasing 
foreclosure rates, California, Florida, Nevada, Arizona, 
and Ohio, Michigan, and Indian.  There were 26 states that 

saw rates decline but the top four had significant 
increases in foreclosures.   

 
 

Southern Sampler 

 
 
 

Arkansas  
 

• Sales are down 29% in Benton County, 38% in 
Madison County and 11% in Washington County based on 
change from 2006 to June 20007.  

• Prices of new and existing homes are down 9.9% in 
Benton County, 9% in Madison County and 8.75% in 
Washington County.  

• Pulaski County appears to be stable with a .91% 
increase in prices.    

• Statewide prices are down 4.94% and sales are down 
7.71% for YTD June, 2007 as compared to YTD June, 2006.  
(Arkansas Association of Realtors)  

 
 
Florida 

 
 According to the University of Florida Bergstrom Center for 

Real Estate Studies, the single family housing market in Florida is 
moving towards stabilization for the 2nd quarter of 2007.  However, 
the condominium market is in a “more stressed condition”.  Sales are 

down for existing homes by 26% and condominium sales are down 25%.  
The median sales price for existing single family homes is down 6% from 
$246,800 to $231,900.  The Condominium median sales price is down 3% 

from $201,900 to $196,800.   
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Foreclosures were fueled in Florida by the droves of investors that 
spurred a rash of condo development in Miami, Ft Lauderdale and other 

coastal towns.  Single family home prices were also driven up in price 
all over the Sunshine State.  The default rates for non-owner-occupied 

units were 25% for prime loans and 14% for subprime loans. (Mortgage 
Brokers Association).   
 

Appraisal Issues:   
 

• The biggest issues in the past quarter are appraisal reports 

that use dated sales, particularly those from 2006.  It is 
becoming more difficult to find sales data as the market 

slows but going back in time is not a valid place to go for 
sales as the market was much stronger in 2006.  This would 
indicate these sales are less reliable market indicators for 

current market conditions.   
 
• In talking with active appraisers in the Florida market, most 

markets are stabilizing and they are not seeing the same issues 
with declining prices or at least not at the same rate.  

Condominium conversion projects are the biggest area of 
concern followed by the high dollar concessions paid to 
sell condominiums, increasing the collateral risk to these 

transactions.    
 
 

Georgia  
 

• Georgia will follow many of the woes felt nationally.  If the 
economy slows further, GA will also see a decline in the number 
of homes sold.  There are currently over 108000+ homes for 

sale in Atlanta, GA and the typical days on market is over 250 
indicating the market is in over supply.  Homes over $1,000,000 
typically take 18+ months to sell.   

 
• Georgia continues to be at the top of the fraud and 

foreclosure lists.  Georgia Ranks 8th for fraud and is ranked 7th 
for foreclosures.   

 

 
Louisiana {Post Katrina} 
 

 The higher end homes are having a difficult sell as there is a 23 
month supply of homes from $750000 to $1,000,000 vs. a 10 month 

supply of $300000 to $325000.  There are more homes on the market 
that when than during the oil bust per a USA Today article titled “New 
Orleans Home Seller Struggle”.  A healthy market has a 5 to 6 month 

supply of homes on the market.   
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One problem is that Professionals (Doctors, Lawyers, and Bankers) 
are moving away and about 1/3 of residents are considering leaving 

within the next 2 years.  Residents mentioned their frustration with City 
Government as their reason for leaving.  Louisiana is so desperate for 

medical professionals they are offering up to $110,000 in bonuses, 
loan repayment to keep doctors and nurses.   

Insurance is still a big problem and sellers are offering to pay 

the first year of premiums as they have jumped, as an example, from 
$1,600 pre-Katrina to $6,000 post Katrina.  And a $400,000 to 
$500,000 home on the coast may have premiums of $10,000 to $12,000 

per year as much as 3 times more than pre Katrina rates.  (USA Today).   
 

CNNMoney.com indicates that two Louisiana Parishes lost more than  
of their homes due to destruction by H. Katrina.  Orleans Parish lost 
107,000 housing units and St Bernard Parish had the highest rate of 

destruction, losing 76.2% of its homes.    
 
 

Maryland/Virginia/District of Columbia 
 

An environmental hazard was revealed in a new section of the 
prestigious community known as Turf Valley in Howard County, 
Maryland. The new section of Turf Valley is to include more than 1,000 

homes along with offices and stores. Turf Valley already includes 
thousands of homes, golf courses, and a resort hotel and conference 
center. 

  
Reportedly, testing completed two years ago found a high level of 

arsenic on the property. County officials just recently gained 
knowledge of this testing and are now calling for mandatory testing 
of land at the site. The contamination has been reported to State of 

Maryland officials and asked Turf Valley's owner to apply for the 
Maryland Department of Environment's Cleanup Program. Tests 
showed the land had 300 parts per million of arsenic which is well 

over the 4.9 parts per million that is common in central Maryland. 
Apparently, the test also found 640 parts per million of lead which 

exceeds the safe level of 400 parts per million per County officials. 
  
Arsenic and lead soil contamination can be corrected by removing the 

contaminated soil. Arsenic is a naturally occurring element. It is 
poisonous when consumed in high doses. Smaller amounts can cause 
cancer, abnormal heart rhythms and lower IQ scores in children with 

prolonged exposure, according to federal health officials. 
  

Questions are being raised regarding the existing surrounding 
community though officials make it clear that arsenic "hot spots" 
under asphalt and the like is not dangerous. In the case of the new 

section of Turf Valley, no residential development will be permitted 
until the situation is remediated. Officials indicate legislation for 
mandatory golf course testing is being introduced. To date, it is not yet 

clear how and if the environmental hazard will impact the real estate 
market in Turf Valley. Stay tuned! 
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In the Northwest section of the District of Columbia, including the 
American University a fairly well known superfund site exists with 

cleanup still underway. This expansive area includes a residential 
section of homes with prices ranging from approximately $1,000,000 

to $4,000,000. There is a current active listing for $9,500,000. 
  
In 1993 a contractor was digging a utility trench and unearthed a 

World War I munitions in the Spring Valley area. During further 
investigations munitions were discovered in pits located in the 
surrounding area including the American University, the Korean 

Ambassadors property and adjacent residential properties. Clean up 
for high levels of arsenic, amongst other things, have been underway 

since their discovery. There are, reportedly, 145 properties which still 
have high arsenic levels requiring cleanup and will need remediation. 
Over 1500 have been tested for arsenic to date. Additional sampling is 

underway with 27 additional properties added to the site in 2006 based 
upon additional sampling. In addition, in late 2003, perchlorate was 
discovered in groundwater at the site. Monitoring wells were 

installed with a study underway.  
  

Some lenders have chosen to lend only on those homes in Spring 
Valley for which site remediation has been completed. To date, there 
continues to be a fairly active market in Spring Valley. Within the last 

year there were 41 sales in Spring Valley which ranged from 
approximately $750,000 to $3,500,000. There are currently 8 active 
listings ranging from $1,149,000 to $9,500,000 with one noted under 

contract. This area notes a more active market during and after 
election years due to is proximity to the Capital and Government 

Offices.   
 
Mississippi    {Post Katrina} 

 
The Rand Corporation conducted a study of three Gulf 
Counties, Gulfport, Biloxi and Pascagoula as they are located 

on the Gulf and vulnerable to storms.  Katrina damaged about 
60% of the housing units in these three counties.  They report 

that the recovery process is slow based on the number of 
permits pulled for new housing units.  One big issue is the lack of 
affordable housing as there was a significant loss of the rental 

housing market, there was a 20% increase in rents, and a 
substantial drop in employment.  The study indicates this is a key 
to any recovery as new workers to help with the recovery will 

not have a place to live that is affordable discouraging them 
from coming to the area to help with the recovery process.    

 
 
North Carolina 

 
• Raleigh continues to be a strong market for the Country.   
 

• Wake County has an average listing price of $252,985 with 
an average sale price of $249,862 or a ratio sale 

price/listing price of 98.76% 
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o There is a 4.1 month supply of homes on the market 
o Average days on the market is 71 

o Historic appreciation for past 18 months is 4.71% 
o Unemployment is 3.9% 

 
• Cary Market Statistics are 

o 3.3 month supply of homes on the market 

o 57 average days on the market 
o Average sales price in Cary is $323,776 
 

• North Raleigh Statistics are: 
o 4.1 month supply of homes on the market 

o 57 day marketing time 
o Average sales price is $275,570 

 Data from Realty Times Market Conditions 

 
• Charlotte   

o Sales increased from 496 to 619 in the second 
quarter of 2007 from the 1st quarter or an increase 
of 25%.   

o Current inventory is 3 months 
o The average sales price is $235,850.   

o Average days on market is 67 
o Condos have an average selling price of $186,988 

with 75 days on market 

 
 

• Many of North Carolina’s markets continue to see 

appreciation but it tends to be less than 7% a year. 
 

 
 
TEXAS 

 
• Dallas County, TX  

o Average Sales price is Down 2.5% 

o Number of homes on the market is up 26%  
o 3.5 month supply  

o Average days on the market is 69  
o List to Sell ration is 97%  

 

• Denton County, TX 
o Average Sales price is Up 3.3% 
o Number of homes on the market is up 44%  

o Average days on the market is 56  
 

• Tarrant County, TX 
o Average Sales price is Up 1.2% 
o Number of homes on the market is up 36%  

o Average days on the market is 42  
*Based on Q1 2007 vs. Q2 2007 

 

• Houston MLS 
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o Average price is down 3.7%, $212399 to $220217  
o Number of homes on the market is up 18.6% 

o Total sales are down 8.4%  
o 6.2 Month Supply of homes on the market  

o Condo Sales are down 18.5% 
* Based on Q2 2007 vs Q2 2006. 

 

 
 
 

NORTHEAST 
 

The Northeast Region overall continues to show signs of a softer 
real estate market. In all market areas except Vermont, the trend is 
stable to declining. Vermont appears generally stable. In broad terms, 

the largest markets shows generally more declining trends including 
markets in New York, Massachusetts, New Jersey, Pennsylvania, 
Connecticut and Rhode Island. In virtually all areas the trend is 

toward increased marketing times, another sign of a generally softer 
real estate market.  

 
 The National Association of Realtors indicated that the availability of 
funds for buyers also continues to be an issue.  NAR membership 

indicated that over 10% of the August 2007 contracts that fell 
through later in the transaction were primarily due to canceled loan 
commitments.  While this trend may not be long lived, the result is 

likely to be that the overall qualified buyer pool is reduced, with some 
other buyers pushed to lower price points based on more stringent 

qualification processes. 
 
There continues to be a significant level of debate and activity focused 

on area real estate foreclosure trends, with many sources predicting 
at least another 6 months to 1 year of increased foreclosure activity, 
some even longer.  As varying legislations are proposed or making their 

way through political processed, it remains to be seen whether there is 
meaningful relief to borrowers and lenders. An example includes the 

house bill passed that would allow some tax relief to borrowers that 
cancel mortgage on their primary residences when unpaid debt that is 
forgiven.  As the Northeast and Mid-Atlantic markets continue to cool, 

borrowers that are heavily leveraged for debt are increasingly finding 
that they cannot sell without taking a significant loss. The result is 
that these borrowers often continue to move through the 

foreclosure process and the property may see further deterioration 
and deferred maintenance. As the region enters what is traditionally 

the slowest sales period due to winter weather, lenders may also find 
that extra attention to vacant or potentially vacant properties is 
needed to assure they are properly secured and winterized before 

freezing temperatures become an issue.  There may also be some risk of 
squatters or illegal entry into vacant properties that are not 
routinely monitored. 

 
Fraud in the region is still a concern.  While changes in lending 

practices continue to occur, bringing many borrowers under tighter 
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scrutiny, other areas of potential fraud are noted. Accurate 
representation of the condition of both the subject property as well 

as the general market conditions is increasingly important. As more 
foreclosure and REO properties enter the marketplace, it will be 

important to have detailed and comprehensive information on the 
subject property condition. If properties are being updated and resold 
for profit, then lenders may want to request greater detail on the 

updates made and additional support in the market area for the 
renovations and rehab work that is completed. Additionally, reports 
providing dated comparable data may not accurately reflect current 

market conditions.  The inclusion of listed properties or additional 
comparables may help offset the use of older sales in markets where 

more recent data is not uniformly available.  
 
Internal review of the high risk orders reviewed by FIS Valuation 

Solutions indicates that there is a slightly downward trend in high risk 
orders for the Northeast region in general.  First quarter 2007 had 
16% of the high risk files in the NE region; 2nd quarter 2007 had 15.4% 

and 3rd Quarter 2007 had 15.3%.  The Midwest region saw an increase 
of 5.8% in high risk files during the same time period (from 20% of the 

high risk files to 25.8%). The Southeast showed some increase from 
31.6% to 33% and the West showed a decline 32.4% to 26%.  The 
Southeast and West are noted to be generally running at around twice 

as many high risk orders as the Northeast areas overall. This does not 
mean that any less diligence is warranted in the NE region.  
Pennsylvania had the highest percentage, moving ahead of New York, 

New Jersey and Massachusetts in the percentage of high risk files 
reviewed in the 3rd quarter data for the region. Those 4 states (New 

York, Pennsylvania, New Jersey and Massachusetts) consistently 
showed the highest numbers of high risk files in the region over the 
past 3 quarters 

 
Overall, the Northeastern market area shows some fluctuations with 
the broader trend toward decline in all states except Vermont, which 

is generally stable.  The downward trend is not currently severe in 
most markets but is paired with slowing sales, the approaching 

historically slower winter months, and changes in qualifying 
processes that may reduce the number of available buyers. 
Additionally, as the foreclosure trend shows signs of increasing, 

there may be additional competition at lower price points. However, 
nationally the region appears to be faring better that other regions at 
this time. 

 
 

 
 

 

 
 
 

 
 

Western Sampler 
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Arizona 

 
Although the Phoenix area (Maricopa County) saw job losses and a rise 

in unemployment in the first quarter the area has experienced job 
growth in the first two months of the second quarter adding 11,740 
jobs. Unemployment rate fell 0.5% from the first quarter to 3%.  

According to the Arizona Multiple Listings Service (ARMLS) the 
average home price rose slightly from the first quarter ($350,600) to 
the second quarter ($355,400) with approximately the same number of 

homes on the market in both quarters.  
 

Number of homes sold rose slightly in the second quarter with number 
of new homes also up slightly. The average marketing time fell from 81 
days to 77 days in the second quarter and most homes selling within 3% 

to 5% of the asking price. 
 
Pinal County (southeast of Phoenix) appears to have similar trends as 

Maricopa County with jobs added and a drop in the unemployment rate. 
Although the average price for a home fell from the first quarter 

($233,600) to the second quarter ($215,700) the number of homes sold 
rose.  The number of homes on the market is consistent with the first 
quarter and average marking time has remained stable. 

 
The Tucson Association of Realtors Multiple Listing service indicates 
the average sales price is down 1.73% from the year earlier and the 

median price is down 2.78% from the prior year.  The number of new 
listings are down from the previous year and are slowly decreasing 

from the beginning of the second quarter.  
 
The forecast is for delinquencies and foreclosures to continue well 

into 2008 per Lawrence Yun (V.P. NAR Research).  Mr. Yun also indicates 
that the additional decline in homes sales is due primarily to the lack of 
confidence.  Apartment vacancy rates have been declining and rents 

rising by 4.5% in the second quarter, which is the highest increase in 
five years. Home sales are forecasted to fall in 2007 (19%) with a 

slight rise in 2008 (1.5%). Home prices will be flat in 2007 and increase 
in 2008 (1%). 
 

 
California 
 

Based on information from the California Association of Realtors 
(C.A.R.) California saw three straight months (April through June) of 

sales decreases (27.8%, 25% & 24.7%) from the previous year. Sales 
fell to 366,530 in the second quarter compared to 448,140 in the first 
quarter of 2007. However, C.A.R. reports the median price of homes 

increased from the previous year with the upper end (above $500,000), 
in the San Francisco and Southern California areas, having a better 
showing.  The median price decreased among homes below $500,000 and 

increased for homes above $500,000. A report by C.A.R. and DataQuick 
Information Systems showed 28% (105 out of 375 cities and areas) 

showed an increase in median prices from the previous year.  The 
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increase could be due to the composition of the market activity. 
Overall there is approximately a ten month supply of homes for sale 

(versus 6.1 months the prior year) with the San Francisco Bay area 
having a leaner inventory. The median number of days on the market was 

51.7 in June compared to 45.3 a year earlier per the C.A.R. report. 
 
DataQuick reports that the foreclosure activity continues to rise in 

California.  There were 53,943 Notices of Default (NoDs) filed in the 
second quarter which was up 15.4% from the first quarter and up 
158% from the second quarter of 2006. The NoDs filed was the 

highest since 54,045 were recorded in the forth quarter of 1996 with 
the peak being 61,541 in the first quarter of 1996. On average 34,172 

NoDs have been filed per quarter since 1992, when DataQuick began 
keeping statistics. Majority of the loans that went into default were 
originated between July 2005 and August 2006. The default number 

vary by region with Riverside, Contra Costa, Sacramento and most 
Central Valley counties having record second quarter numbers. Los 
Angeles County, however, was less then half of the first quarter 1996 

peak. DataQuick reports 54.6% of homeowners in default emerge from 
foreclosure compared to 88% the previous year.  

 

Notices of Default  

houses and condos 

County/Region 2006Q2 2007Q2 %Chg 

Los Angeles 4,586 10,393 126.6% 

Orange 1,255 2,984 137.8% 

San Diego 1,778 4,383 146.5% 

Riverside 2,287 6,648 190.7% 

San Bernardino 1,839 5,141 179.6% 

Ventura 452 1,059 134.3% 

SoCal* 12,271 30,828 151.2% 

San Francisco 127 257 102.4% 

Alameda 649 1,612 148.4% 

Contra Costa 725 2,316 219.4% 

Santa Clara 530 1,275 140.6% 

San Mateo 222 463 108.6% 

Marin 58 118 103.4% 

Solano 350 1,065 204.3% 

Sonoma 202 462 128.7% 

Napa 47 128 172.3% 

Bay Area 2,910 7,696 164.5% 
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Santa Cruz 73 155 112.3% 

Santa Barbara 147 434 195.2% 

San Luis Obispo 79 208 163.3% 

Monterey 128 483 277.3% 

Coast 427 1,280 199.8% 

Sacramento 1,352 3,840 184.0% 

San Joaquin 604 1,983 228.3% 

Placer 276 627 127.2% 

Kern 549 1,593 190.2% 

Fresno 590 1,380 133.9% 

Madera 92 215 133.7% 

Merced 214 642 200.0% 

Tulare 258 428 65.9% 

Yolo 77 232 201.3% 

El Dorado 86 222 158.1% 

Stanislaus 407 1,286 216.0% 

Kings 50 75 50.0% 

San Benito 33 122 269.7% 

Yuba 45 171 280.0% 

Colusa 14 39 178.6% 

Sutter 56 109 94.6% 

Central Valley 4,703 12,964 175.7% 

Mountains* 155 328 111.6% 

North Calif* 443 847 91.2% 

Statewide 20,909 53,943 158.0% 

* includes 
additional 
counties 

   

 
Source: DataQuick Information Systems, www.DQNews.com 
 

Trustees Deeds recorded (17,408), actual loss of a home to 
foreclosure, was the highest recorded in DataQuick’s statistics since 
1988. Due to the high number of NoDs the number of homes lost to 

foreclosure is expected to increase in the second half of the year. The 
high foreclosure levels in the Inland Empire (Riverside & San 

Bernardino Counties) and Central Valley areas, which were the worst 
hit, may see property values decline further.  
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Nevada  

 
Las Vegas 
 

Clark County (includes Las Vegas) home sales dropped (41.8%) in the 
second quarter versus the same period last year. The median price has 
also declined (2.3%) from the previous year according to DataQuick. A 

total of 4,476 new and resale houses and condos sold in the Las 
Vegas metro area in June. That was down a tad from May and down 

44.8% from 8,110 in June 2006.  The June sales total was the lowest 
for any June since 1998, when 4,059 sold.  Las Vegas region sales have 
fallen on a year-over-year basis for the past 17 months. The region's 

median sale price went negative on a year-over-year basis this year in 
March, then was flat in April. The May median fell 3.7%.  The severity of 
the annual sales drop off varied by price segment: June sales of homes 

priced under $200,000 fell 35.9 percent from a year ago, while sales 
of homes priced from $300,000 to $600,000 dropped 53.7 percent. 

Sales of homes over $800,000 fell 30 percent. Sales of multi-million-
dollar properties saw the opposite trend: public records show 23 
homes sold with a price or loan of at least $2 million in June, up 15 

percent from 20 such sales a year earlier per Dataquick. 
 
 

             

  ## Sales MMedian price 

  
Jun-

06 
Jun-07 %Chg Jun-06 Jun-07 %Chg 

Resale houses 3,573 2.054 -42.5% $312,250 $302,660 -3.1% 

Resale condos 863 479 -44.5% $197,000 $189,000 -4.1% 

New homes 3,674 1,943 -47.1% $332,113 $322,990 -2.7% 

All homes 8,110 4,476 -44.8% $311,100 $300,900 -3.3% 

 
Source: DataQuick Information Systems, www.DQNews.com 

 
 

Reno 
 
Reno area had a significantly larger amount of inventory versus the 

number of homes sold during the second quarter.  The inventory 
ranged from 2,444 homes to 2,740 homes versus 220 homes to 265 
homes during the second quarter based on information from a report 

by 048 Realty (based on information from NNRMLS).  Although the 
median price remained consistent the inventory rose from 9.6 to 11 

months.   
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Utah 
 
After years of increases, home sales along the Wasatch Front 

declined sharply in the 2nd and 3rd quarters of 2007 when compared to 
2006.  Prices also have increased at a slower pace as well.  Per recent 
Salt Lake Board of Realtors report, home sales in the 3rd quarter of 

2007 total 2712 units, down nearly 34% from the same three month 
period in 2006.  Other Wasatch Front counties saw significant 

declines as well: Tooele County was down 36.4%; Utah County 33.9%; 
Davis County 24.3% and Weber County down 22.4%.  These drops are in 
stark contrast to steady increases in home sales since early 2000’s.   

 
Slower sales have led to slower appreciation, which is tilting the 
market in favor of buyers.  Median selling prices, which had been 

increasing in many areas along the Wasatch Front in excess of 20% in 
2006 when compared to 2005, are also rising at lower rates this year.  

Price gains in Salt Lake County and its neighboring counties north and 
south did not top 10% in the third quarter.  Selling prices in Salt Lake 
County were up 5.4% in the third quarter, to $253,000, compared with 

the same period in 2006.  Prices in Davis County were up 9.7%, to 
$230,500, with Utah County increasing 8.1% to $241,000. 
 

The decline in sales and pullback in appreciation are creating 
adjustments for a number of sellers.  Many are seeing their homes 

remain on the market because of the reduced pool of buyers.  Realtors 
report sellers of homes prices above $300,000 are having the 
toughest time.   

 
Up until early summer, Utah had been able to avoid the downturn in 
residential real estate that is plaguing much of the rest of the 

country.  The state’s housing market had benefited from Utah’s robust 
economy, stellar employment growth and steady inflow of new 

residents from other states.  But now, Utah’s real estate market, like 
many others, is being affected by tighter lending standards established 
in the early summer in the wake of the subprime market woes.  Many 

lenders, responding to an increase in defaults of risky loans made in 
recent years, especially to subprime borrowers with less than good 
credit, are requiring larger down payments and more cash reserves 

from borrowers.  The resulting tightening has somewhat reduced the 
pool of available buyers.   

 
Another significant factor is the run-up in prices along the Wasatch 
Front over the past couple of years.  Strong appreciation has put 

homeownership out of the reach of many Utah families whose incomes 
haven’t kept pace.   
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Most economists familiar with Utah believe the state’s real estate 
market will not see the huge drops in selling prices or sales seen in 
other states such as Nevada, Arizona and Florida given Utah’s strong 

economy and its ability to generate new jobs and attract new 
residents.  Local economist, Jeff Thredgold, a consultant for Zions 
Bank in Salt Lake City recently reported, “Our housing market is 

slowing down but it’s still solid”, predicting only nominal declines in 
prices and annual appreciation slowing down to single-digits. 

 
Some have mentioned recent FHA reforms which are currently being 
debated in Congress could help the real estate market in coming years.  

The measure would help more buyers qualify for home loans by 
requiring less of a down payment for FHA insured loans and by 
stretching payments over 40 years instead of 30.  It would also help 

more buyers qualify for loans in other ways. 
 

 
Idaho 
 

July (2007) was the 12th consecutive month of slumping single-family 
home sales in Ada County which covers much the Treasure Valley 
(Boise, Meridian, Caldwell and Nampa).  Additionally, housing sales have 

now fallen below 2004 levels.  Many local real estate agents have 
cited 2004 as a typical sales year not 2005 and the first half of 2006, 

when sales and prices soared.  The market has a glut of homes for sale 
(reported to be in excess of 7800 in August 2007), so buyers likely will 
continue to take their time in deciding what house to purchase.  At the 

same time, foreclosures in the first half of 2007 rose 21% when 
compared to the same period in the previous year.  Many builders are 
offering bonuses over an above their normal commissions to agents 

who bring in qualified buyers.  They are also offering various upgrade 
incentives to potential buyers in hopes of reducing their oversupplied 

inventories.  Where area builders have been averaging 200 to 250 new 
home starts in the past four years, new construction permits so far in 
2007 are down between 50% and 80%.  Price remains a major 

consideration for potential homebuyers.  The majority of home sales 
reported in August 2007 for the Boise/Meridian market area were 
priced below $300,000.  Local experts and area economists predict the 

housing market will continue to be sluggish into 2008.  
 

Washington 
 
Recently released figures from the Northwest MLS indicate prices are 

still rising in the greater Puget Sound market area but inventory 
levels may have peaked.  Sales, though, are still sluggish compared to 
year-ago volumes.  A total of 12,385 listings were added in September- 

the fewest number since February when only 11,333 listings were 
added.  When added to the existing offerings, there are nearly 49,000 



 32

residential properties for sale across 19 counties, up nearly 33% over 
the same period one year ago. 

 
Condominium inventory is approximately 62% larger than one year ago, 

thanks in part to the addition of several new projects coming on line 
and Seattle and surrounding markets.  MLS analysis reports that 3 of 
every 10 condominiums that were offered for sale in September 2007 

were classified as new construction. 
 
Buyer’s presently have more home choices now that they have had in the 

past few years.  Through the first nine months of 2007, pending sales 
are at about 89% of last year’s volume.  Multiple offers, which had 

been a common factor in the Puget Sound market, do not appear to be 
common.  Still, prices for single family homes (excluding condos) are 
up 3.7% from a year ago.   

 
Condominium price gains continued to outperform single family homes.  
Area-wide, condo prices surged nearly 10% from a year ago.  The median 

price for condominium sales in King County in September 2007 was 
$299,900, an increase of nearly 15% from year-ago figures.   

 
All indications are that now is a good time for buyers to negotiate 
favorable terms of sale- which does not necessarily mean price 

reductions.  Buyers may ask to have certain personal property included 
in the purchase agreement.  Closing dates that favor the buyer and a 
seller’s willingness to make repairs as indicated by inspections are 

other items which may be negotiated.   
 

Homes located in/near urban centers and employment centers will 
likely continue to become more expensive as demand outpaces supply 
according to several local real estate experts.  At the same time, 

sellers with unreasonably priced properties or who have homes that 
are not properly prepared or staged will likely be disappointed.  
Buyers in this market will no longer put up with previewing overpriced 

properties according to Daniel Kennedy, president of the Seattle-King 
County Association of Realtors.  “Seller’s should heed their agent’s 

advice when they are counseled to de-clutter, clean or make minor 
repairs.” 
 

Though Seattle still has one of the strongest, if not the strongest 
housing markets in the country, price gains slowed to 9.6%, down from 
17.4% a year earlier. 

 
 

Oregon 
 
According to recent reports, the Portland region currently is facing 

a glut of available homes.  There is currently a six-month supply of 
inventory, which in turn has translated into the largest amount of 
available homes this region has seen in over three years.  With this in 

mind, the Portland region has truly become a buyer’s market. 
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In order to “stay in the game” and to reduce inventory, builders are 
slashing prices and offering incentives such as trips and gift cards, 

leasing homes rather than selling them, and cutting back on building 
without confirmed buyers.  Many are also slowing the pace of future 

projects, including a regionally significant effort to urbanize 
Pleasant Valley, partly annexed by Gresham.  That high-profile rural 
area, expected to absorb part of the region’s predicted population 

growth in the next 20 years, might not see its first new home until 2010- 
at least a year later than expected.  The market simply will not support 
more houses there now. 

 
Though Oregon’s housing market remains solid compared with other 

parts of the nation, and Portland-area home values continue to 
appreciate, sales are noticeably down.  In August, pending home sales in 
the Portland area dropped 18% compared with the same month during 

2006.  Builders and real estate professionals attribute the slowdown 
to a surplus of overpriced homes on the market and growing public 
uncertainty: uncertainty about the true value of their homes after 

years of appreciation, and uncertainty that those homes will sell 
quickly if they decide to trade up.  The tightening of credit, resulting 

from a subprime lending crisis that has gripped the industry this year is 
another factor. 
 

Portland, which was one of the topped ranked markets for 
appreciation in 2006, had price gains of 5.7%, down from 21.4% in May 
2006.  

 
Colorado 

 
The Denver metro area has been hard-hit by foreclosures, but the 
reality of the situation is vastly different depending on 

neighborhoods.  While numerous recent reports paint a rather bleak 
picture of rising foreclosures and flat house prices, analysis of local 
MLS data and reports by area real estate experts shows some 

neighborhoods are struggling while others remain untouched.  
Reports show that neighborhoods where the average home price is less 

than $250,000 are taking the worst beating, while higher-priced 
communities remain relatively unscathed. 
 

Housing values metro-area-wide decreased by 1% in the first six months 
of 2007; 25% of sales in the region were a result of foreclosure 
related activity.  During the first half of the year, there were 19,460 

foreclosures started in the state versus 28,435 in all of 2006, 
according to a recent report from the Colorado Division of Housing.  

Despite these trends, according to DataQuick Information Systems, 
sales of homes priced at more than $1,000,000 increased 22% in the 
first six months of 2007.  But sales declined- in some cases drastically- 

in nearly every other price range, according to DataQuick. 
 
At Stapleton, where the average home price is $449,000, just 2% of 

home sales in the past year were either foreclosures or short sales, 
and values increased by 10%.  But the 4700 acre master planned 

Stapleton community is surrounded by neighborhoods where 
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foreclosures are rampant and values are declining, including 
Montbello, Northeast Park Hill East Colfax and Northwest Aurora.  

In Northeast Park Hill, 58% of houses sold in the last year were 
distressed.  Home values in the neighborhood, where the average sales 

price is $150,000, declined 11%.  According to the 1990 census, 
approximately 24% of the residents in Northeast Park Hill live in 
poverty. 

 
Colorado still ranks second to Nevada in foreclosure rates across 
the country. 

 
The June 2007 Office of Federal Housing Enterprise Oversight 

(OFHEO) report of Metropolitan Statistical Areas (MSA’s) indicated 
price declines in the Fort Collins-Loveland and Greeley market areas, 
and mostly modest price gains in the remaining MSA’s tracked by 

OFHEO.  The exception was Grand Junction, which saw a 14% price 
increase. 
 

While listings per recent MLS reports appear to have remained fairly 
stable, sales of single-family and condominium units began to decline 

during the 3rd quarter of 2007 in nearly every market area.  When 
compared with the 2nd quarter of 2006, sales volumes and average 
sales prices declined in 2nd quarter 2007 while marketing times 

increased slightly. 
 
On the bright side, Metro Denver’s unemployment rate fell to 3.3% in 

May, the fourth consecutive monthly drop and the lowest rate since 
May 2001.  Between April-May 2007, Metro Denver employment 

increased by 12,600 jobs, a 1.9% year-to-date gain.   
While new home construction lags behind 2006 totals by 
approximately 28%, that segment of the market is beginning to show 

signs of improving as total residential building permits increased 
nearly 52% thru April 2007.   
 

The FBI recently removed Colorado from its Top 10 list of mortgage 
fraud states. 

 
United Airlines will begin hiring and training new pilots for the first 
time in six years.  The airline plans to add as many as 100 pilots by year-

end due to increased international flights out of Denver International 
Airport.   
 

The Colorado State Land Board has approved a Denver-based Lend 
Lease Communities development at the former Lowry Bombing and 

Gunnery Range.  The 3800 acre first phase will include 13,000 
residential units along with commercial space, open space, trails and a 
regional retail center.  
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CHARTS, TABLES AND GRAPHS 

 

 

Top 10 Hottest Housing Markets in the United States 

http://www.therealestatebloggers.com/2007/11/12/top-10-hottest-housing-markets-in-the-
united-states/ 

1. Salt Lake City, Utah  
o Median Home Price: $233,100  
o One-Year Increase: 21.9%  

2. Binghamton, N.Y.  
o Median Home Price: $111,200  
o One-Year Increase: 19.8%  

3. Salem, Ore.  
o Median Home Price: $227,900  
o One-Year Increase: 16.7%  

4. Farmington, N.M.  
o Median Home Price: 201,900  
o One-Year Increase: 14.0%  

5. Allentown-Bethlehem-Easton, Pa.-N.J.  
o Median Home Price: $274,500  
o One-Year Increase: 12.8%  

6. Beaumont-Port Arthur, Texas  
o Median Home Price: $127,700  
o One-Year Increase: 11.8%  

7. Reading, Pa.  
o Median Home Price: $157,800  
o One-Year Increase: 11.2%  

8. Glens Falls, N.Y.  
o Median Home Price: $175,700  
o One-Year Increase: 10.7%  

9. Spokane, Wash.  
o Median Home Price: $197,700  
o One-Year Increase: 10.4%  

10. Cumberland, Md.-W.Va.  
o Median Home Price: $109,300  
o One-Year Increase: 9.3%  
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NAR CHARTS 
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Good luck in 2008 

It will undoubtedly be a time that requires all of our best, but with 
steadfast tenacity we will get through and, just like the sigh of relief 
one breathes after that first mind numbing roller coaster drop, see a 

time of renewed prosperity. 
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