Mike Malec's Real Estate Watch
First-time home buyers will drive 2017 existing-home sales
The long-expected influx of millennial home buyers may finally occur over the next two years, but a shortage of
new entry-level homes will keep inventory tight and prices high, says the National Association of Realtors.
In 2017, sales of existing homes are forecast to grow roughly 2% to around 5.46 million and continue with a
more prominent jump of 4% in 2018 (5.68 million), according to the NAR’s chief economist, Lawrence Yun. Yun,
who spoke to reporters at the NAR’s annual convention in Orlando, Fla., expects existing-home sales for 2016 to finish at a pace of about 5.36 million — the best year since 2006 (6.47 million). The national median existing-home price
is expected to rise to around 4% both this year and in 2017, Yun said.
“The gradually expanding economy, multiple years of steady job creation and mortgage rates under 4% all contributed to sizeable interest in buying a home this year,” Yun said. The U.S. unemployment rate fell to 4.9%, with wage
growth the fastest since 2009, the Bureau of Labor Statistics reported Friday.
Student debt obligations, shaky job prospects after the recession and marrying and having children later in life
have delayed first-time buyers’ ability and willingness to buy, said Yun, but a tipping point is approaching in 2017 and
2018, he said. “The wave of potential buyers entering their 30s is increasing,” he said.
Currently, only 14% of homes bought by first-time buyers this year were new construction, the lowest since
2003, NAR said.
He anticipates housing starts to rise 5.3% next year to 1.22 million. However, this is still under the 1.5 million
new homes needed to make up for the shortfall in recent years and keep up with the growing demand. New singlefamily home sales are likely to total 570,000 this year and rise to around 620,000 in 2017, the NAR said. What’s more,
the influx of millennials will support the single family sector, Yun said.
“Multi-family housing construction has dominated the building landscape in recent years and only recently
started to level off,” said Yun. “Hopefully this is a sign that homebuilders will begin to significantly shift their focus to
single-family housing.”
The good news is that an expansion of entry-level home buying won’t bring about a repeat of a late 2000s-style
real-estate crash, according to Atlanta Federal Reserve Bank President Dennis Lockhart, who spoke with Yun in Orlando. “I would say we are not in a real estate bubble commercially or residentially,” he said.
Still, about 71% of millennial-aged buyers say their student debt load (An estimated $1.3 trillion) is hurting their
ability to buy a home, according to NAR’s 2016 profile of home buyers and sellers. As a result, the median age of firsttime buyers is now age 32, matching the all-time high set in 2006, according to the NAR’s survey.
Source: Goldstein, Daniel. (2016, July 6). Young, first-time home buyers will drive 2017 existing-home sales CBS Marketwatch
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2183 Kincaid Place.
Boulder - $1,280,000

2319 23rd Avenue
Longmont - $365,000

7113 S. Newport Way
Centennial - $570,000

1404 Cannon Mtn Dr
Longmont - $655,000

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

New carpet & new interior paint in
this wonderful home in NW Longmont close to McIntosh Lake.
Open, airy & bright floorplan with
vaulted ceilings & skylights. Eat in
kitchen with Corian counters opens
onto separate dining room.

Wonderful home in Homestead in
the Willows. Great location backs to
the neighborhood walking path &
greenbelt. Granite counters, stainless
steel appliances, extensive wood
floors, plantation shutters, new roof,
new windows, new HVAC.

Best location in the complex abutting the Gunbarrel Commons Park.
Sunny SW facing garden level unit
means low utilities, it stays warmer
in winter and cooler in summer.
One bedroom and one bath with
extra storage locker off patio. Wood

Fourth Quarter 2016
Trend Report
As we get closer to the holidays and the end of the year, it’s safe to start making some assumptions about how the
2016 numbers are going to play out for the Boulder County market. The big story that we’ve seen this year is that we’ve
had fewer sales of both single family homes and attached homes in Boulder County when compared to 2015 and to the
average of the previous 5 years.
Dropping numbers of sales, middle left chart, would typically indicate a slowing market, but our inventory has
been dropping even more than our sales preventing the market from slowing. You can also make a strong case that our
dropping sales are likely to have been caused by the historically constrained inventory. In the chart below, top right, I’ve
drawn a blue shaded area around the inventory that existed in the years of 2005 through 2011. That was the old normal
range for inventory in our market. 2012 was the transition year where we went from the old normal levels of inventory to
the new levels of very constrained inventory in the red shaded area of 2013 through 2016. As of November 14th, there
were 487 single family homes for sale across all of Boulder that were not already under contract. That number is about
one-third of the average of the available inventory that existed in the blue shaded area. Hard to have increasing sales
when there are so few sellers.
Many of the metrics that we watch are starting to display some changes in trend. We’re also starting to see some
trend changes in individual markets. I think both of these are signs that we’re nearing the end of the current cycle of rapid appreciation. It will be interesting to watch the inventory build next year. Will it stay in the constrained red zone or will
we see a transition back to the blue zone in the Available Inventory chart top right?
Showing activity in the office, top left chart, is showing a small uptick from the lows we reached at the end of August. We should continue to see some strength in showings through mid-December once we get past the Thanksgiving
valley. I also expect that we’ll see a robust market through the spring of 2017 as we have the last few years. Once we’re
through the spring frenzy though, I expect we’ll see a more balanced market through the remainder of 2017.
Our Months of Supply chart, middle right reacts relatively quickly to market changes. It will be interesting to keep
a close eye on it next spring and through the summer. We’ll be back in the new year with the final numbers for 2016 and
an update on how 2017 is starting. I hope everyone has a wonderful holiday season!
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