
Builders’ Shift to More Home Construction Might Take 1-2 Years
Source: Wall St. Journal

Potential home buyers faced with a market that is low on inventory are likely wondering when the
construction industry will fully shift to constructing a greater volume of homes. Home starts remain
below their average, and many experts predict that it could be at least a year before volume picks up for
more affordable homes.

Making sense of the story

 Builders are starting homes at a rate of about 60 to 65 percent of the industry’s annual average of
1 million. The shift to building a greater volume of homes at lower prices is critical to U.S. home
construction getting back to its annual average rate of construction starts since 2000.

 Builders have focused mostly on building expensive homes to pad profit margins by selling
fewer, more expensive homes. This has created an additional deterrent for many first-time and
entry-level buyers, who are already facing tough mortgage qualification standards.

 Housing economists and builders say the shift to production volume over price will take time,
with a timeframe of roughly one to two years. There are still concerns about demand from first-
time buyers and their ability to finance a mortgage.

 Builders are also facing constraints on the supply side due to a shortage of labor and lots.

 Also, many homes that builders are starting are on land that builders paid top-of-the-market
prices for in recent years, meaning those builders have little latitude to lower prices.

 For the first five months of this year, builders started 396,000 dwelling units, not adjusted for
seasonality. That’s up 6.6 percent from the same period last year. While home starts have
exceeded last year’s tally, the growth has slowed considerably.

 Notably, there are signs lately that the market is in the very early stages of making a turn back
toward its lower end. Some regional builders that cater to entry-level buyers are reporting surging
sales.

Read the full story
http://blogs.wsj.com/economics/2014/06/12/experts-builders-shift-to-more-home-construction-might-
take-1-2-years/



In other news …

A city's 'walkability' drives real estate values
Source: CNBC

A new report from Smart Growth America ranks the walkability of the nation's 30 largest metropolitan
areas, and there is a distinct correlation between walkability and real estate values. The author of the
report, Chris Leinberger, commented, “Walkable, urban for-sale housing is by far the most expensive
housing in the country. The range, depends on the market, between 40 percent and 200 percent greater
than drivable, suburban housing. Twenty-five years ago that relationship didn't exist because walkable
(cities back then) was not valued.”

Read the full story
http://www.cnbc.com/id/101766206

UCLA Anderson Forecast predicts 'normal' California housing market
Source: LA Times

Construction jobs should continue to help drive job growth in Southern California over the next few
years, according to the quarterly UCLA Anderson Forecast. The forecast predicts that the market will
move toward more “normal territory” as foreclosures and other so-called distressed properties no longer
flood the market, which will encourage builders to launch new construction.

Read the full story
http://www.latimes.com/business/la-fi-anderson-california-economy-20140613-story.html

Obama’s housing nominee open to ending Fannie and Freddie
Source: The Hill

San Antonio Mayor Julián Castro, who President Obama nominated to be secretary for Housing and
Urban Development (HUD), appeared before the Senate Banking Committee this week and expressed
willingness to end the federal backstop established through Fannie Mae and Freddie Mac. Castro
commented, “I absolutely believe that there are better alternatives than what we have in place with this
duopoly and with the conservatorship.”

Read the full story
http://thehill.com/policy/finance/209626-obamas-housing-nominee-open-to-ending-fannie-and-freddie



Winning a Real Estate Bidding War
Source: CNBC

Low inventory in many real estate markets means that potential buyers may need to be prepared for
bidding wars. In order to avoid paying too high a premium for one’s dream home, it is advised that buyers
should be strategic in how they present their offers, such as obtaining written confirmation of preapproval
for a mortgage and buying in a price range slightly below their maximum in case they have to bid up.

Read the full story
http://www.cnbc.com/id/101768689

A Building Trend: Bigger Homes on Smaller Lots
Source: AOL Real Estate

Experts say that homebuyers will increasingly see a lot of new construction where homes are built deep
and wide on smaller lots. One current trend in luxury homes is building big on smaller lots, with less lawn
for maintenance and "small homes" with lots of rooms.

Read the full story
http://realestate.aol.com/blog/2014/06/17/building-bigger-homes-smaller-lots/

The Downside of Low Interest Rates: Reluctant Home Sellers
Source: Wall St. Journal

Economist are predicting that homeowners who landed mortgages in recent years with rates under 4
percent will be reluctant to sell their homes in the coming years, because they would have to forfeit the
low rates on their existing mortgages. It has been projected that an increase in interest rates to 5 percent
will cause a 5 percent decline in existing home sales from current levels. In addition, a rise to interest
rates of 6 percent could cause a 15 percent decline in sales.

Read the full story
http://blogs.wsj.com/economics/2014/06/13/the-downside-of-low-interest-rates-reluctant-home-sellers/

Long Beach Homeownership Fair: Free Admission

Be sure to attend the upcoming Homeownership Fair in Long Beach, June 28. Whether you are a first-
time home buyer, a seller, or looking to re-enter the market, the Homeownership Fair will provide
resources to help make the process easier.

The fair will include sessions on wealth development, the importance of using a REALTOR®, offer
acceptance, down payment assistance programs, and more. Exhibitors will also be on hand to provide
information, answer any questions, and provide free giveaways. Admission is free for all attendees.
More info

http://www.car.org/meetings/2014hbf/pacwest/



What you should know …
 California home sales eased slightly in May as a shortage of homes and housing affordability

concerns held back would-be home buyers, according to the CALIFORNIA ASSOCIATION OF
REALTORS® (C.A.R.).

 May marked the seventh straight month that sales were below the 400,000 level and the tenth
straight decline on a year-over-year basis. Sales in May dipped 0.6 percent from a revised
393,480 in April and were down 9.5 percent from a revised 432,140 in May 2013.

 For the third straight month, the statewide median price of an existing, single-family detached
home rose both month to month and year to year. May’s median price increased 3.7 percent from
April’s median price of $449,360 to $465,960 and was up 11.7 percent from the revised $417,140
recorded in May 2013.


