Mike Malec's Real Estate Watch
Trend Report
A shorter than normal trend report this month as we really wanted to get everyone the Boulder County analysis on the other side.
Showing activity within the office remains very strong and above the levels we saw last year. Available supple remains firmly entrenched in
seller’s market territory although we are starting to see the first signs that may be weakening in some of the metrics.
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1529 Stones Peak Dr.
Longmont - $651,700
Over Asking
Watch the eagles fly in front of
snowcapped peaks from this perfect
home backing to open space. Cherry
cabinets, slab granite counters/
backsplash, island & wood floors in
kitchen. Soaring vaults & a wall of
west facing windows

5019 Eagan Circle
Longmont—$656,000
Over Asking

3065 Sunburst Point
Dacono - $249,900

Longmont—$670,000

Watch the sun rise on Longs Peak
from your breakfast table in this
wonderful home with soaring vaults
backing to a City Park. Wood floors
across 1st floor, upgraded stainless
appliances, slab granite counters/
island & butler's pantry.

Beautiful, updated ranch on large cul
de sac lot in immaculate condition.
Open floor plan features one level
living with vaulted ceilings over a
kitchen, dining and great room.
Covered front porch, patio with
pergola and outdoor fire pit, shed.

Great Pirouette floorplan with a
fully finished basement. Large yard
and mountain views from master
bedroom. 5 total bedrooms, 4 on
upper level and 3.5 baths. Kitchen
island, stainless appliance, home
theater in the finished basement.

1537 Cannon Mountain

Second Quarter 2016
We all know the market is hot right now, but what do we do with that knowledge? How do we advise buyers and sellers?
These questions were raised at a recent office meeting and I found some interesting trends in the data from the Federal Housing Finance Agency’s (FHFA) Home Purchase Index (HPI) that illuminate our recent market appreciation and it’s relation to past periods
of market appreciation.
The HPI data is for all of Boulder County and is comprised of paired sales drawn from all of the appraisals done on conforming, conventional mortgages on single family homes. This means we’re looking at the sale of the same home over time, so we
truly are comparing apples to apples. This data does not include any attached home sales or data from VA, FHA or Jumbo mortgages or sales where buyers pay cash.
Here’s the chart with a logarithmic scale that displays the same percentage changes in values with the same vertical scale
regardless of value, so that a period of 50% appreciation in home values will have the same vertical height on the chart without regard to the starting and ending values. I used the average sales price for a single family home in Boulder County at the end of 2015,
and used the FHFA data to take that average home back in time to its value in 1978.

Many things struck me about this chart. The consistency of our periods of major appreciation in both slope and length of
time. The fact that the intervening periods really didn’t see major depreciation. The fact that we really didn’t see any sustained major depreciation for any period going back to 1978 in Boulder County. The fact that most of our periods of stronger appreciation last
about 48 months.
One of the things I keep hearing lately is how unprecedented our current market strength is. While the buyer frenzy for the
few properties on the market may be unprecedented, the appreciation rates we’re currently seeing match nicely with the periods of
appreciation we saw from 1978-1982, 1990-1994, and 1997-2001. I was very surprised how well the green lines in the chart above
matched the length and slope of the three preceding periods of strong appreciation. All of these 48 month periods saw appreciation
that rose between 51.8% - 54.1%. This is interesting as our current period of appreciation started in 2013 and so far, values have
gone up 32.9%. This tells me we can still expect about 19-20% more appreciation in home values before the cycle ends. This also
tells me we’re likely to see strong appreciation into early 2017 assuming the same 48 month pattern holds true for this uptick in the
market.
The lack of any real downturns in the chart was also interesting. There were two times when you could have lost money if
you bought at the very peak of the market and then had to sell within the next 3 years, Q2 1982 when we saw a 9.7% downturn and
Q1 2009 when we saw a 3.4% downturn. One time, Q2 1987, if you bought and had to sell within the next year you would have lost
1.43%. Other than those times, it’s been hard to point to any time in the chart where values have dropped dramatically. In fact, if
you bought a property and held it for 6 years or more, there has never been a time in this dataset that you would have lost money.
So what will it mean when this current cycle ends? I don’t think that means we’ll see depreciation, just a lessening in the
rate of appreciation that will lead to a flatter period of still positive but small appreciation rates. I’ve heard many times before that
the longer the flat period, the greater the rise at the start of the next cycle. Since our upturns have been very consistent without regard to the previous flat period, I’m not sure I believe in that assessment. I think the consistency in the upturns has more to do with
equity appreciation and wage gains. The purchasing power of the buyers builds up until there is a breakout but can only be sustained
for so long before that buying power has to be recharged.
The one thing that could throw this whole analysis out the window is the potentially changing nature of our market. Has our
market fundamentally changed? If it has, an analysis comparing the current market to past patterns is doomed. Buyers have definitely become more informed through the use of the internet, but I don’t think that has fundamentally changed the way the market
appreciates. The one change that I see that probably has started to fundamentally change our market and will continue to change it is
the build-out of Boulder County. All of the past appreciation periods occurred in times when more homes could be built, a new
home relief valve on accumulating demand. We’re not built-out yet, but that day is on the horizon and assuming Boulder County
remains the desirable place to be that it is now, this change will be dramatic and will finalize the supply side of the equation forever.
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