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Comparing Housing Booms and Busts

With home prices nearly back to where they were when the housing crisis
began, Corelogic's principal economist Molly Boesel compares the duration
of the recent cycle to those of other downturns. While there hasn't been a
comparable period of performance nationwide, she looks at several regional
ones.

After hitting peak in 2006, the national price level fell for five years, finally
reaching bottom in March 2011. Most other sources set the date for the
bottom of the market to exactly a year later which may indicate they are
using inflation adjusted numbers. From peak to trough, prices fell 33 percent
nationally. As of July 2017, CorelLogic data shows prices were approximating
the 2006 level.

Boesel compares these numbers to those of the Texas oil bust in the mid-
1980's which resulted in a 16 percent decline over 3.5 years. The peak to
recovery cycle in that downturn took nearly nine years. In the early 1990s in
California, defense and manufacturing job losses led to home price declines
in that state. After falling by 15 percent over five and a half years, home
prices in California fully recovered after eight years. The U.S. home price
decreases that started in 2006 were twice as severe as these two regional
declines.

Change in Home Price Index Since Start of Declines

0% =

-~
-10%
-20%
-30%
-40%
-50%
-60%
-70%
1 2 3 4 5 6 7 8 9 10 1 12

Years Since Start of Price Decrease

=—US Current (April 2006) ===TX Mid 1980s (August 1985) =———CA Early 1990s (July 1990) Nevada Current (March 2006)

While national home price numbers are nearly back to their peak, the
recovery is far from even. Nevada, where prices dropped the farthest of any
state, 60 percent, the 11-year period that has elapsed has left the state 27
percent short of its March 2006 peak. In Colorado, on the other hand, prices
fell 14 percent from an August 2007 peak but have now surpassed that peak
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Rate Points
Mortgage News Daily
30YR Fixed 7.35% +0.02 0.00
15YR Fixed 7.00% -0.01 0.00
30YRFHA 6.99% +0.01 0.00
30YR Jumbo 7.60% 0.00 0.00
7/6 SOFR 6.86% +0.01 0.00
30YRVA 7.00% +0.01 0.00
Rates as of: 10/28
MBS and Treasury
Price /Yield Change
MBS UMBS 6.0 99.61 +0.02
10 YR Treasury 5.0010 -0.0155
30 YR Treasury 5.3280 -0.0173
Pricing as of: 10/29 1:33AM EST
Recent Housing Data
Value Change
Mortgage Apps Oct 14 188.6 -5.32%
Building Permits Sep 14M  +0.43%
Housing Starts Sep 1.22M  -4.24%
New Home Sales Aug 684K +12.69%
Pending Home Sales Aug 71.2 0%
Existing Home Sales Oct 3.99M  +0.25%
Builder Confidence Oct 29  -9.38%
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by 42 percent. Boesel calls Colorado "an extreme case" of rapidly rising
prices, but says 34 states are now above their pre-crisis home price levels.

Change in Home Price Index Since Start of Declines (2006)
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Boesel says inflation should also be factored into the pace of recovery. From the peak in housing prices through this past
July, the inflation has totaled just under 18 percent. When home prices are adjusted for that, the trough was deeper, down 40
percent from the beginning of the cycle, and the recovery shallower; prices remain 17 percent off the peak.
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A Lower Price or a Lower Rate? Don't Guess. Compare: 10-22-2026

What Every Agent Should Know:---

With mortgage rates challenging affordability and buyers hesitant to make decisions, sellers are increasingly willing to
negotiate. But here's a question every REALTOR® should consider:---

Is your buyer better off negotiating a lower purchase price—or asking the seller to contribute toward a permanently lower
interest rate?---

A pricereduction lowers the mortgage balance, but the resulting monthly payment savings may be surprisingly small.---

Alternatively, a seller contribution toward a permanent interest-rate buydown could provide substantially greater monthly
payment relief, even with a higher purchase price.---

But what if mortgage rates decline in the next 6, 12, or 24 months?---

That's the question nobody can answer with certainty.---

A buyer who negotiates a larger price reduction may benefit from a lower loan balance and potentially refinance if rates
decline. A buyer who secures a permanently lower rate benefits immediately, without depending on future market

conditions.---

Both strategies have merit. The right answer depends on the numbers, the buyer's financial priorities, and how long they
expect to keep the mortgage.---

For listing agents, this creates another negotiating opportunity. A seller contribution toward financing costs may be more
attractive to a payment-conscious buyer than another reduction in asking price.---

Before your buyer requests a price reduction—or your seller agrees to one—give me a call.---

Let's compare the alternatives. Sometimes the smartest negotiation isn't about the price. It's about how the transaction is
structured.---

EQUAL HOUSING LENDER---
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