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By Cyril Moulle-Berteaux . g0t 1t people why B arted fallin ‘ stiatospheric, ;mis_guidédi7§ihd _f_nié-j'

Thé dire headlines coming fast - theypurch sed(aS _pposedto 8pecu1a—'z1 )

and furious in the financial and - tors) stop
popular press suggest that the - _blﬂ)bl@ toh 598,
housing crisis is intensifying, Yet it is hpuseprices have fallen‘
very likely that April 2008 will mark "10%-15%, Whlle incomes ‘have kept
the bottom of the U.S. housing mar ket._"- v : 5
Yes, the housmg ma1ket is hottommg
right now. =~/
How can this he? For st ;
tom does not meéan that prices:
about to return to'the heady: day
2005. That pmbablywon:t',_lappen (W)
another 15 years, It just mea hatthe
trend is no longer gettmg
which is the critical: factor.
Most people fmget that th
rent housing bust is near :
vears old, Hoine'sales: peaked in July-
2005. New home sales are‘down-a
staggering 63% from peak levels of - _
1.4 million. Housing starts have - tim
fatlen more than 50%, and, adjusted . In othei
- for population growth, are back to-back to
the trough levels of 1982, I ' S s .
Furthermore, residential construc- - ous households that’ ‘had been, pnced_ --{iwo-n st falhng entir ely unn} inven-
tion is close to 15-year lows at 3.8% of  out of the market can now afford to get._" e
GDP; by the fourth quarter of this year, i, - - Lo ply has hxstoncally 51gnaled tlghtness
it will probably hit the lowest level: The next questlon is: E fhome in the housmg ma1ket
‘gver. Sowhat’s going to stop the hous- _3_ sales pxck up,:how can hy i : g

arge for-a, sectm "
-than 5% of eco-.

pact on'prices, althongh house plic

'idex house—p
ano could lead to. mcxeases in th_e.'
thing that C'lused the bust affmdabll-
ity R : S Bwers
The boom made housmg unaff01d~- R 11
. able for many American famlhes, espe- .
cially first-time home buyers. During -+ bi
the 1990s and early 2000s, it took 19%.
of aver: age monthiy income to.service
a conforming mortgage on the: average.
‘home purchased, By 2005 and 20086, it
was absorbing 25% of monthly i nin one ONENS, .-
come. For first time buyers, it-went: ;- Theé exp hat by ‘Z ti ,:' factthatagleatma]
. from 29% of income 10 37%. That Just‘ { i 1
pmved to be too much R ‘
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% in real terms), i 3 ]
es ;bottomed, the . “analysis is-appealing on the surface,
de but'is ﬂawed fora vanet_y ofr easons,

: momicconseque tare stillpn-
buy theix houses with 01tgage folding. The oddsare that the reverber-,

_,,sually already C ith'a mortgag
' - the'most 1mp01 tant factor in’ deciding
: -what 10 pay for the house is how muchf

‘the. mox tgage payments on
..Todaythexate on a30-yea )
. fixed-rate mortgage is 5.7%. Back in :
1981, the rate hit 18.5%. Comparing t .'-.Mr Moulle-Berreaux is. managmg;_-:
day’s. house ‘prices to the 1970s or.: partner of Traxis Partners LB, ahedge‘}l
19805 when mortgage rates were . fund firm based in New Ymk o




