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Market Chatter:

“The gradual decline in new-home sales is still
underway, and we expect this trend to continue
as the market approaches the bottom. We expect
home sales to stabilize before the end of the year,
followed by a systematic multi-year recovery
beginning in 2008.” David Seiders, NAHB
Chief Economist

“Builders still are cutting back on new produc-
tion as they work down their inventories in the
face of slack home buyer demand. According to
recent NAHB Housing Market Index surveys,
they are trimming prices and offering a variety of
nonprice incentives to boost sales and limit can-
cellations.” Brian Catalde, NAHB President

"Buyers aren't returning to the fold as quickly as
many of us predicted and everyone had hoped.
With housing affordability still fragile and con-
sumer confidence shaken by uncertainties in the
lending industry, it is becoming clear that this
period of readjustment will be here for awhile.”
Deb Greene, MAAR PResident

Volume 3, Issue 6

2007 State of the Nation’s Housing

Although a current market correction has taken
hold, the outlook for housing is upbeat accord-
ing to a recent report from the Harvard Univer-
sity Joint Center for Housing Studies (JCHS).
JCHS expects household growth to be driven by
recent immigrants and their native-born chil-
dren. Between 2005 and 2015, household growth
may outpace the previous ten year’s growth by
as much as 2 million.

Looking retrospectively at the market correction,
JCHS concludes that the turning point came in
2005, when buyers began to be forced out of the
market by products that were unaffordable.

Over the build-up, home prices became escalated
due to demand and an increased presence of
investors in many markets. When the prices
became too high, investors pulled back and
homeowners decided against new purchases.
The urgency to buy subsequently evaporated,
and builders were forced to stem production.

Unfortunately, many builders curbed production
too late, leading to even more inventory being

left on the market without demand. The levels of
inventory coupled with weakened demand have

(Continued on page 4)

Builders Enter Summer at a Tepid Pace

Fewer new homes are going up this year than a
year ago, as builders continue to hold back new
activity while the market adjusts to a sustainable
rate of production, consumer confidence returns,
excessive inventory rates reduce, and resale
housing activity solidifies. Permitted units are
down from a month ago, and show a decline
from the same month a year ago as well.

According to statistics compiled by the Keystone
Report for the Builders Association of the Twin
Cities (BATC), there were 753 permitted units
last month, down from 1,052 in May 2006. Year-
to-date activity continues to lag 2006, with 3,750
permitted units thus far, compared to 5,299 per-
mitted through the same month a year ago.

As rainy spring days come to an end and the
weather heats up, usually building does like-
wise. With 2007 activity remaining flat, many
builders are optimistic for the future but revising
near-term expectations says Division President
of Toll Brothers and 2007 BATC President Mi-
chael Noonan.

Actual permit and planned unit statistics for
each of the past eight years are as follows:

2007 — 2,167 permits, 3,750 planned units
2006 — 3,304 permits, 5,299 planned units
2005 — 3,589 permits, 6,078 planned units
2004 — 4,133 permits, 6,543 planned units
2003 — 3,968 permits, 6,781 planned units
2002 — 3,886 permits, 6,556 planned units
2001 — 3,950 permits, 5,230 planned units
2000 — 5,076 permits, 7,017 planned units

“Home builders are positive about growth in
the long-term for the Twin Cities, however, it
is evident that it will be a gradual return,” says
Noonan. “Continuing through this adjustment,
our industry remains concentrated upon mar-
ket fundamentals.”

During the past few years, many buyers pur-
chased a home without ever seeing it. 2007 has
led builders to analyze marketing strategies

(Continued on page 4)
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Many of Fastest Growing U.S. Cities are Suburbs

Many of the fastest growing cities in the United
States are suburbs, according to a recent release
from the US Census Bureau. North Las Vegas,
NV, a suburb of Las Vegas, had the nation's

numerical gainers, with San Antonio, Fort
Worth, Houston, Austin and Dallas each making

the top 10. North Las Vegas; Miami; Charlotte,
N.C.; and San Jose, Calif., rounded out the list of
the 10 biggest numerical gainers. Overall, eight
Texas cities were among the 25 biggest numeri-

fastest growth rate among large cities (100,000 or Fastest Growing US Cities cal gainers to lead all states.

more population) between July 1, 2005, and July 2005—2006
1, 2006. North Las Vegas' population increased City % Change Due to the natural disasters, New Orleans had
11.9 percent during the period, to 197,567. It was the largest population decline. The city lost
joined on the list of the 10 fastest-growing cities L Nortl.l Las Vegas, NV 119 slightly more than half of its pre-Hurricane
by three in the Dallas metro area: McKinney 2. McKinney, .TX 11 Katrina population. It fell from 452,170 on July 1,
(ranking second), Grand Prairie (sixth) and 3. Port St. Lucie, FL 9.9 2005, to 223,388 one year later — a loss of 50.6
Denton (ninth). In the same vicinity, Fort Worth 4. C;.ape Coral, FL 8.1 percent.
just missed the list, ranking 11th. 5. Gilbert, A'Z . 78

6. Gran.d Prairie, TX 6.6 Information is from the United States Census
Phoenix had the largest population increase of 7. Peoria, AZ 5.8 Bureau:
any city between 2005 and 2006, adding more 8. Cary,NC 51 http://www.census.gov/
than 43,000 residents to reach 1.5 million. How- 9. Denton, TX 51

10. Lancaster, CA 5.0

ever, Texas dominated the list of the 10 highest

Continued from page 1...
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Market Briefs

®  Despite rising fuel costs, commuters continued to drive their cars in 2005, according to a new
U.S. Census Bureau analysis of data from the American Community Survey. The survey, gath-
ered over the course of the year, found that driving to work was the favored means of com-
mute of nearly nine out of 10 workers (87.7 percent), with most people (77 percent) driving
alone. In contrast, 4.7 percent of commuters used public transportation to travel to work in
2005, an increase of about 0.1 percent over 2000 levels.

led to a flattening —and in some areas, down-
turn—of median sale prices for homes.

According to JCHS, this is good for the long-run

because affordability was an issue that led to the

initial correction.

®  American homes are getting bigger — at least when measured by the number of bedrooms
they have — according to a new analysis of data from the U.S. Census Bureau’s American
Community Survey. In 2005, one in five occupied homes (20 percent) had four or more bed-
rooms, compared to 17.7 percent in 2000. In 2005, Utah was the leader among states in this
category, with four out of 10 homes (39.2 percent) having four or more bedrooms. Maryland
ranked second at 28 percent. Colorado (26.2), Delaware (25.8), Minnesota (26.2), North Dakota
(26.1) and Virginia (26.5) also have a large percentage of bigger homes.

If there is a sustained flattening of prices with a
slight return of demand by new household crea-
tion, then the housing correction could see a
gradual return to sustainable levels of perform-
ance.

The report is available online via the JCHS web-
site:
http://www jchs.harvard.edu/

Continued from page 1...
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Chart of the Month: Leading Remodeling Indicator of Activity

Annual Rate-of-Change
4-quarter moving totals

4-quarter Homeowner
Expenditures in Billions of $

$200 and utilize sales techniques to make an unforget-
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units. St. Paul ranks second with 396, followed
by Woodbury with 232, Lakeville with 156, and
Chaska with 155.
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1 1

Source: Joint Center for Housing Studies.

Disclaimer: Source of information are believed to be reliable, but are in no way guaranteed by the Builders Association of the Twin Cities.
BATC Hot Sheet is a product of the Builders Association of the Twin Cities
Nate Duoss, Public Affairs Messaging & Research Coordinator
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