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RE34RC03: National Economic Trends and the Real Estate Professional T e s
I Impor of Natwonal E ic Trends for the Real Estate Professional
A National Economic Trends (1.¢ mterest rates, price appreciation, housing ility etc.) mpact

mdrvidual consumer's ability to purchase a home and the Real Estate Professional's ability to address a
consumer's homebuymg needs.(sec The State of the Nation's Housing)

B. Trends in home prices are a key component of a real estate appraiser’s value conclusion (see The
Appraisal of Real Estate — American Institute of Real Estate Appraisers 12th Edition — Chapter 3
"Foundations of Appraisal”. Chapter 6 "Money Markets and Capital Markets" and Chapter 7 "Data

Collection™)
a National housing trends mpact the suppl) and demand for housing and the resulting prices a
will pay for mdvidual
C. Municipal tax rates and property are directly & d b\ national real estate rends’ impact
on property valies. (See Property A Vahation - | | Association of A Officers
Chapter 4 "General Data -Trends Affecting Property Value and I ional, National and R ]
Data")

1I. Housing and the Economy
A. Understandmg the role of housmg and consumer trends is critical to meeting homebuyer needs, mteractmg
with appraisers and understandmng the forces that impact icipal tax rates and
a  Housmng's contribution to the national ecconomy (Sec State of Nation's Housing)
b Home pnce appreciation trends (See Office of Federal Housing Enterprise Oversight Price
Appreciation Index hitp//www.ofheo. gov/HPLasp)
1. Impact on appraisals and property assessments
2. Impact on national and Massachusetts’ economy
c. Impact of mortgage rates on the economy (sec The Appraisai of Real Estate — American Institute of
Real Estate Appraiscrs 12th Edition — Chapter 6 "Money Markets and Capital Markets")
1. Stable and declining rates positively impact property values
2. Volatile and/or increasing rates negatively impact property vahies
d. Strong new and existing home sales are indicative of a strong real estate market (See National
Association of Realtors Existing Home Sales Data and Housing Affordabdlity Index
hetp/Awww. realtor. org/rodesisn. nsf/pages/rescarchetr
¢. National Homeownership Rate is a key indicator of the strength of the housing sector (sec US
Census Information on homeownership rates (htlp//wwyw census.gov/hhes/nww/hvs himl)
1. Allincome kevels benefit
2. Increasing home ownership kvels increase amount of low and moderate income consumers'
ability to purchase homes
3. Factors effecting the national homeownership rate:
® Mortgage interest rates
» Uncmployment rate
& Job Growth
= Home price appreciation
III. Housing Demographics (See State of Nation's Housmg)
A. Houschold growth is the increase of the number of individuals, groups of imdividuals or familics seeking to
purchase or rent a home.
a. Houschold growth is the primary driver of housmg demand
B. Currently the key drivers of houschold growth are minorities, aged and older singles and empty nesters
C. Minoritics are forecasted 10 add 7.5 milkion households between 2000 and 2010 and another 7.8 million
houscholds between 2010 and 2020.
a. Mmority share of US houscholds are expected to grow steadily from the current 25% to 33% of US
houscholds over the next 20 years.
b. Example: Hispanics comprise nearly half of the 25.3 million inmigrants arriving in the US since
1980. Hispanics will be a key driver of household growth in the next twenty years.
c. Example: During the 1990's Hispanic houscholds grew by 58%.
D. Family position will mpact b hokd growth through declining household size.
a. The number of people living alone is expected to rise by nearly 5 million from 2000-10. Number of
clderly empty nesters, divorce rates and declining remarriage rates are key drivers of this growth.
E. The demographic outlook for the next decade.
a. The ability of minority bouseholds to access the homeownership markets will be critical to the
strength of national and Massachusetts' housing markets over the next decade.
b. Positive houschold growth trends should suppart stronger new home construction, demand for
second homes than the 16.6 million units built and manufactured during the decade of the 1990's.
1V. Conclusion
A. Interdependence is the key to the factors that impact the housing rok in the economy
B. House price appreciation is driven by the following factors
a. Interest rates
. Houschold growth
. New home construction
. Existing home sakes
. Job Growth
C. Al the above factors mpact prices consumers can pay for housing and the resulting values that are key to
property isals and icipal tax

o ango

ded Course M

The State of the Natnn s Housmg (nvnlable at www, jchs harvard.edu)

US Census I onk hip rates (http/Avww . census. gov/hhesivww/hys.html)

The Appraisal of Real Estate — Amexicm Institute of Real Estate Appraisers 12th Edition — Chapter 3
“"Foundations of Appraisal”, Chapter 6 "Monm Markets and Capital Markets and Chapter 7 Data Colkection”

* Property A Valuation — ] Associ of A Officers Chapter 4 "General Data -Trends
Affecting Property Value and | jonal, National and Regional Data"
¢ Office of Federal Housing Enterprise Oversight Price Appreciation Index (bttp.//www, ofheo. gor /HP1 asp)

National Association of Realtors Existing Home Sakes Data and Housing Affordability Index
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