Mike Malec's Real Estate Watch
2 Major Reasons Why Inventory Is So Low
Inventory of available homes on the market is the lowest it’s been in two decades, but the reasons may surprise
you. Two of the likely culprits are baby boomers and homeowners who are simply satisfied with their home, according to
Realtor.com’s Housing Shortage Study.
Baby boomers are showing a desire to age in place in their current homes, and their refusal to sell is creating a clog
in the market, according to the study. Eighty-five percent of baby boomers surveyed say they are not planning to sell their
home in the next year. That means 33 million properties—many of which are urban condos or suburban single-family
homes—will stay off the market. Many of those properties would be popular choices for millennials, a generation still
largely waiting in the wings to break into homeownership.
“Boomers, indeed, hold the key to those homes the market desperately needs, both in the urban condo and the
detached suburban home segment,” says Realtor.com chief economist Danielle Hale. “But with a strong economy and
rising home prices, there’s really no reason for established homeowners to sell in the short term. Although downsizing
might be on the minds of boomers, they face the same inventory shortages and price increases plaguing millennials.”
Furthermore, 63 percent of respondents to the survey indicate that their current home meets the needs of their
family. They cite low interest rates (16 percent), recently purchasing their home (15 percent), and needing to make home
improvements and low property taxes (each at 13 percent) as reasons not to sell. “Life events drive real estate transactions,” Hale says. “When the majority of homeowners feel their family’s needs are being met by their current home, there
is nothing compelling to them to put their home on the market.”
There may be hope that more starter homes will hit the market soon. Possibly offsetting the low supply of starter
homes, which is down 17 percent year over year, 60 percent of respondents to Realtor.com’s survey who did say they plan
to sell in the next year are millennials who want to move to a larger home or one with nicer features.
“The housing shortage forced many first-time home buyers to consider smaller homes and condos as a way to literally get their foot in the door,” says Hale. “Our survey data reveals that we may see more of these homes hitting the
market in the next year, but whether these owners actually list will depend on whether they can find another home.”
Source: realtor.com®

Please let me know if any of your family or friends are considering a change in their real estate
needs. I’m always happy to provide top notch service to your referrals.
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1449 Pratt Way
Longmont - $406,000

974 Old Wagon Trail
Lafayette - $537,990

We received 15 offers on this
home and it sold for well
over the asking price of
$359,000. Let me know if I
can help you get your home
sold.

New construction home in
Lafayette at the Trails at Coal
Creek. Built by Meritage
Homes.

Westminster - $330,000

113 Black Mountain Ct
Livermore - $12,000

My clients beat out 3 other
offers to get their first home.
Let me know if I can help
you navigate buying a home
in this competitive market.

Very affordable mountain
property up close to Red
Feather Lakes area. In the
High Park fire burn scar, but
plant life is coming back!

9461 NW Brentwood

Second Quarter 2017
Trend Report
The real estate market has definitely softened but it is important to know what that means. We’ve been in a period of
a frenzied seller’s market. We’ve softened into a typical market for most price ranges. This means typically, no more selling on
the first weekend unless the property is something really special. The entry level price point in each area is still fairly frenzied,
but that frenzy disappears as you move up in price range. Many sellers are mistakenly thinking the old frenzied rules apply
and are putting mediocre properties onto the market at a premium price and then wondering why they aren’t getting showings or offers. Buyers are starting to regain some negotiating power in their offers and that should only increase as we move
into the historically softer fall selling season.
Let’s look at some of our individual metrics. Showing traffic softened this summer, dropping below the levels of the
last two years since the start of May. Over the last several years we have had a mid-summer slump in market activity but this
year it feels like the slump started about 2 weeks early as can be seen in the Showings chart top left below. Showing activity
remains the strongest in the entry level price points of the market and is most stagnant in the upper end.
Available Inventory remains historically low although as you can see in the top right chart below, we have definitively
moved off the all time lows. In my mind, the real question for inventory is if the red zone is the range of our new normal.
With increasing mortgage rates, lack of large developable blocks of land in Boulder County and the Baby Boomer generation
holding onto their homes longer, lower numbers of homes for sale might be the new normal.
Sales Volume has been climbing along with the number of home sales indicating a stable market. Our lower sales in
previous years were likely constrained by lack of supply. As home prices have dramatically risen in our market, affordability
will be a threat to continued increases in sales volume.
Overall Supply for all prices in Boulder County remains firmly in the Seller’s Market territory. While it subjectively
feels as if the market is cooling, we aren’t seeing any obvious trend changes in supply year to date. It will be worth revisiting
this metric at year-end when it usually spikes to see if that high point falls along an upward trend line.
The percent of homes under contract for the different areas of Boulder County continues to show dramatically different strengths yet most cities are below their % Under Contract when compared to the same period 12 months ago. City of
Boulder being the highest priced market has moved towards the bottom of this chart over time. To me, this speaks to affordability as City of Longmont, our most affordable area, has moved towards the top.
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