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U.S. NATIONAL HOUSING OUTLOOK

After six years of negative metrics, the housing market has established positive momentum. 

Home prices have been increasing since early 2012.  As a result, 
negative equity positions have been decreasing as well as foreclosure 
activity. Both new and resale home inventories have decreased 
substantially, and some select markets are under-supplied relative to 
emerging demand. New home building activity has also been 
increasing and homebuilder confidence is now at levels not 
recorded since 2006. Interest rates remain at historic lows, and 
affordability levels are at new highs. Consumer sentiment has also 
been improving. Most housing studies suggest the housing market 
established a true bottom in late 2011 or early 2012. The positive 
movement in sales activity is likely indicative of record-low 
mortgage interest rates, low home prices, pent-up household 

formation, increases in job creation, and higher residential  
rental rates.

Even so, due to a variety of factors, primarily economic and political, 
consumer confidence remains guarded. The for-sale housing market 
remains weak compared to historical standard. Although affordability 
has improved significantly due to price declines and record low 
interest rates, strong effective demand in the for-sale market is 
illusive. The fallout from the financial and economic crisis is expected 
to last through 2014, possibly longer. However, most studies now 
suggest that, after six challenging years, the outlook for the housing 
market is now poised to enter a long-term period of growth in 
pricing and sales activity. 
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HOME PRICING

NEW AND EXISTING MEDIAN HOME PRICING

The median price for new and existing homes reached all-time highs in 2006-2007, 
followed by the most severe price decline in over 50 years. Highlights from the following 
chart include:

•	 New home pricing reached a low of $204,200 in October 2010, reflecting a 22.2 
percent drop from the market peak and a return to 2003-2004 levels. Erratic price 
fluctuations through early 2012 made discerning a trend difficult. However, positive 
housing news since then has resulted in an upward trend in pricing.

•	 Existing home pricing reached a low of $154,600 in January 2012, reflecting a 32.8 
percent decline from the peak and a return to 2001-2002 levels. Year-over-year pricing 
in 2012 has been higher since February.

•	 After several years of price declines, pricing turned to the positive in early 2012. An 
increasing number of housing analysts suggest pricing has established a “bottom” with 
appreciation, albeit modest, continuing in 2013.

U.S. MEDIAN HOME PRICING
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CORELOGIC HOME PRICE INDEX

The CoreLogic Home Price Index is a repeat-sales index that tracks increases and 
decreases in sale prices for the same homes over time, including single family attached and 
detached homes. It is a multi-tier market evaluation based on price, time between sales, 
property type, loan type, and distressed sales, which provides a more accurate view of 
pricing trends than basing analysis on all home sales. Highlights from the following  
chart include:

•	 Since the peak in April 2006, the combined index declined 33.5 percent through 
February 2012, while the index excluding distressed sales has fared better with a 
27.1 percent decline. The divergence between the two indices has increased with the 
growing number of distressed sales. Nevada, Arizona, Florida, Michigan, and California 
have fared the worst.

Positive housing news since 
early 2012 has resulted in an 
upward trend in pricing.
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•	 Over the last seven months, the home price indices have increased, representing the 
longest period of improvement since 2005-2006. The indices have increased 9.7 and 
8.7 percent, respectively, with September posting the largest year-over-year increase 
since July 2006 at five percent.

CORELOGIC HOME PRICE INDEX
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S&P/CASE SHILLER HOME PRICE INDEX

The S&P/Case-Shiller Home Price Index is designed to measure the growth (or decline) 
in value of single family residential real estate in various regions. Specifically, they track 
repeat arms-length sales of specific homes and then analyze and aggregate them into an 
index. The Composite 20 includes Atlanta, Boston, Charlotte, Chicago, Cleveland, Dallas, 
Denver, Detroit, Las Vegas, Los Angeles, Miami, Minneapolis, New York, Phoenix, Portland, 
San Diego, San Francisco, Seattle, Tampa, and Washington, D.C. Highlights from the 
following chart include:

•	 Since the peak in July 2006 through March 2012, the Composite 20 index dropped 
35.1 percent. Markets which experienced rapid price appreciation and strong 
speculative demand, such as those in Arizona, Nevada, Florida, and California, were 
hardest hit in the downturn. Detroit was not part of the pricing boom, but the 
collapse of the auto industry greatly eroded home prices to 1993 levels.

•	 The composite index has increased five months straight, or 8.8 percent since March 
2012. Year-over-year increases have been recorded since June 2012, with August 
reflecting a 2.0 percent increase. A bottom may have been reached in March 2012.

•	 Denver, Boston, Charlotte, and Dallas appreciated at a much slower rate before the 
downturn and, hence, experienced less demonstrative depreciation as compared to 
other major growth regions. 

•	 Notably, pricing indices for Denver, Chicago, Atlanta, Washington, D.C., Minneapolis, 
Phoenix, San Francisco, and Detroit are 11.0 to 23.0 percent above their lows, in their 
respective order.

The S&P/Case-Shiller Home 
Price Index has increased five 
months straight. A bottom may 
have been reached in March 
2012.
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10.8 million, or 22.3 percent, of 
all residential properties with 
a mortgage were in negative 
equity at the end Q2 2012.
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S&P/CASE SHILLER HOME PRICE INDEX
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NEGATIVE EQUITY

Often referred to as “underwater” or “upside-down,” negative equity is the condition 
when a borrower’s home is worth less than their outstanding mortgage balance. This can 
result from declining home values, increased mortgage debt, or a combination of both. 
Near negative equity is defined as borrowers with less than 5.0 percent equity. Highlights 
from CoreLogic’s Negative Equity Report and chart below include:

•	 10.8 million, or 22.3 percent, of all residential properties with a mortgage were in 
negative equity at the end of the second quarter 2012. This is down from the high 
of 11.4 million in the first quarter. An additional 2.3 million borrowers were in near 
negative equity in the second quarter. Together they account for 27.0 percent of all 
residential mortgages nationwide, down from 28.5 percent the previous quarter.

•	 Of the 10.8 million borrowers in negative equity, 6.6 million are “underwater” by 
an average of $51,000 which equates to an average loan-to-value (LTV) ratio of 123 
percent. The remaining 4.2 million borrowers are “underwater” by an average of 
$84,000 with an average LTV ratio of 128 percent.

•	 Negative or near negative equity leaves many homeowners vulnerable when job loss 
or illness occur. The debt overhang keeps a more robust housing market recovery in 
check. Providing economic conditions continue to improve, the number of strategic 
defaults should stabilize and begin to decrease.

•	 However, 84.9 percent of borrowers in negative equity are continuing to pay their 
mortgages.

•	 The highest percentage share of negative equity can be found in Nevada, Florida, 
Arizona, Georgia, and Michigan, accounting for 34.1 percent of total negative equity in 
the U.S.
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Continued price appreciation 
should begin to erode into the 
negative equity numbers as debt 
to value ratios decrease. 

New home inventory reached 
an all-time low (since recording 
began in 1963) in July 2012.

•	 Percentage share of negative equity is lowest in Kansas, Montana, New York, Alaska, 
and North Dakota.

•	 The top five states have an average negative equity ratio of 41.9 percent, while the 
remaining states have a combined ratio of 14.9 percent.

•	 Continued price appreciation, as demonstrated over the past several months, should 
begin to erode into the negative equity numbers as debt to value ratios decrease.

NEGATIVE EQUITY SHARE Q2 2012
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SUPPLY ANALYSIS

NEW AND EXISTING HOME INVENTORY

As home sales began to decline in 2005, inventory levels began increasing well into 2006. 
Since then, new home inventory levels have steadily decreased. Highlights from the 
following charts include:

•	 New home inventory reached an all-time high in August 2006, but, with the decline 
in construction, decreased 75.1 percent through July 2012 to an all-time low (since 
recording began in 1963).

•	 The months’ supply reached a 35-year high of 14.3 months in January 2009, as new 
home sales hit a 35-year low. Month’s supply has fluctuated since then with seasonal 
sales trends, but dropped significantly overall due to fewer completions. September 
posted at 4.7 months.

•	 Existing home inventory peaked in July 2007 and has declined 42.6 percent through 
September, with seasonal variations very pronounced. The month’s supply reached a 
high of 12.4 months in July 2010. September was reported at 5.9 months. 

•	 Foreclosures and short-sales may continue to put upward pressure on existing 
inventory and keep significant price appreciation in check.
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Total foreclosure filings for 
2012 should be lower than 
2011.
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NEW HOME INVENTORY
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EXISTING HOME INVENTORY
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FORECLOSURE ACTIVITY

Foreclosures contributed to the downward trend in pricing and upward pressure on 
inventory. Highlights from the following chart and map, along with other estimates and 
projections include:

•	 RealtyTrac reported nearly 566,000 foreclosure filings in the third quarter 2012, down 
39.2 percent from the high in third quarter 2010 and reflecting a return to the early 
crisis levels of 2007. After three consecutive quarters of decline, year-over-year filings 
are down 11.0 percent.

•	 2.6 million foreclosure filings were reported in 2011, down 25.4 percent from 2010. 
This decrease can be explained by lender delays or temporary moratoriums on 
foreclosures. Total foreclosure filings for 2012 should be lower than 2011.

•	 Florida, Nevada, Illinois, California, Arizona, Georgia, Ohio, Colorado, South Carolina, 
and Michigan had the highest rates of foreclosure filings in October 2012. 
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One area of concern is the 
increasing percentage of 
“strategic” foreclosures.

•	 One area of concern is the increasing percentage of “strategic” foreclosures. 
Homeowners with the financial means to continue to pay on mortgages are 
increasingly more inclined to voluntarily choose to cease mortgage payments as their 
negative equity positions are perceived too substantial to be alleviated by near-term 
home appreciation. Reportedly, up to one-third of recent default filings were a result 
of strategic foreclosures as opposed to homeowners who were unable to make 
payments due to interest rate resets, loss of income, etc. 

U.S. FORECLOSURE FILINGS
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The darkest areas of the map below indicate where up to one in every 318 housing units 
has received a foreclosure filing as of September 2012:

FORECLOSURE ACTIONS TO HOUSING UNITS – SEPTEMBER 2012

OR

WA

CA

NV

ID

MT

WY

UT

AZ

CO

ND

SD

NE

KS

OK
AR

LA
TX

MO

IA

MN

WI

IL

MS
AL GA

FL

TN

KY

IN

MI

OH

WV

VA

NC

SC

PA

NY

VT
ME

NM

NH

MA
RI

CTNJ

DE
MD

DC

AK

HI

1 in 318 Housing Units

HIGH MEDIUM LOW

1 in 105,833 Housing Units

Source: RealtyTrac



8

A Cushman & Wakefield Valuation & Advisory Business Briefing

JANUARY 2013

2.3 million units of shadow 
inventory, or six months supply, 
were reported as of July 2012.

Shadow inventory has been 
decreasing companion to 
foreclosure activity.
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There have been multiple government sponsored loan modification programs intended 
to alleviate the housing debt situation. Nearly one million homeowners have been helped 
under the Home Affordable Modification Program (HAMP), far short of the stated goal 
of assisting four million struggling borrowers. The latest revision to HAMP involves 
greater incentives for principal reductions by increasing incentives to lenders offering the 
program. However, successful modifications remain far short of providing a substantial 
positive impact on the housing market.

SHADOW INVENTORY

CoreLogic estimates shadow inventory, also known as pending supply, by calculating the 
number of distressed properties not currently listed on multiple listing services that are 
seriously delinquent (90 days or more), in foreclosure, and real estate owned (REO) by 
lenders. Shadow inventory is typically not included when reporting unsold inventory. This 
inventory puts downward pressure on home prices, sales, and construction, while 
providing upward pressure on strategic defaults. Highlights from CoreLogic’s Shadow 
Inventory report and chart below include:

•	 2.3 million units of shadow inventory, or six months supply, were reported as of  
July 2012, representing just over three-fourths of the 2.7 million properties seriously 
delinquent, in foreclosure, or in REO. This reflects a year-over-year decline of 10.2 
percent from 2.6 million units.

•	 Recent flow of seriously delinquent loans into the shadow inventory has been offset 
by similar flow of distressed sales. However, a healthy housing market should have less 
than one month supply.

•	 Florida, California, Illinois, New York, and New Jersey account for nearly half of all 
distressed properties in the country. 

•	 New home sales, recently accounting for 8.5 percent of all sales versus 12 percent in 
a more stable market, have been weakened by shadow inventory competition. 

•	 Shadow inventory has been decreasing companion to foreclosure activity which is 
partially attributable to increasing prices and economic stability.

SHADOW INVENTORY
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2012 recorded more permits 
each month through September, 
as compared with 2011.

BUILDING PERMITS

Building permits are an indicator of near-term future construction. As new home sales 
peaked in 2005, building permits began to decline four months later. Highlights from the 
following chart include:

•	 Building permits in 2009 dropped to an all-time low (since recording began in 1959) 
of 583,000 units, reflecting a 73.0 percent decline from the high in 2005.

•	 January 2011 marked the lowest monthly permit activity (36,000) on record. 

•	 Total permits in 2011 were slightly higher than 2009 and 2010, reflecting a 7.0 percent 
increase from the all-time low, or an additional 41,100 units.

•	 2012 recorded more permits each month through September, as compared with 2011. 
A total of 598,500 permits were issued through September, reflecting a year-over-year 
increase of 27.7 percent, or an additional 129,900 units.

NEW HOME BUILDING PERMITS
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HOMEBUILDER CONFIDENCE

The NAHB/Wells Fargo Housing Market Index gauges builder perceptions of current 
single-family home sales, prospective buyer traffic, and sales expectations for the next six 
months. Builder perception, or confidence, of near-term sales conditions affects decisions 
to acquire lots and construct homes.

In January 2009, builder confidence bottomed out at levels not seen in over 25 years. In 
2009, public homebuilders re-entered certain markets (mainly built out coastal areas) to 
acquire lots intending to increase inventories for future housing construction. With 
concerns regarding the housing market and economy, surveys through September 2011 
indicated little improvement in homebuilder confidence. Since then, a renewed sense of 
optimism has lifted confidence to 2006 levels. Public builders have become much more 
bullish moving ahead in 2013. Private builders are also becoming more active. However, 
the lack of conventional financing for acquisition, development, and construction remain 
major obstacles to new construction.
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Public builders have become 
much more bullish moving 
ahead in 2013. 

2012 posted more new home 
sales each month through 
September, as compared with 
2011.

Existing home sales through 
September reflect a year-over-
year decline of 2.8 percent.
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NAHB/WELLS FARGO HOUSING MARKET INDEX – U.S. 
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DEMAND ANALYSIS

NEW AND EXISTING HOME SALES

New and existing home sales reached all-time highs in 2005. The sub-prime fallout and 
ensuing recession have battered home sales downward. Highlights from the following 
charts include: 

•	 November 2010 marked the lowest monthly new home sales (20,000) since recording 
began in 1963. New home sales in 2011 dropped to an all-time low of 302,000 units, 
reflecting a 76.2 percent decline from the high. However, 2012 posted more sales 
each month through September, as compared with 2011. A total of 286,000 sales were 
recorded through September, reflecting a year-over-year increase of 22.7 percent, or 
an additional 53,000 sales.

•	 Existing home sales in 2008 dropped to levels not seen since 1996, reflecting a 
41.9 percent decline from the peak. January 2009 marked the lowest monthly sales 
(218,000) in over 10 years. Yearly sales through 2011 remained relatively unchanged, 
and 2012, for the most part, recorded fewer sales each month than 2011.  
Figures through September reflect a year-over-year decline of 2.8 percent, or  
88,000 fewer sales.

•	 Affordability has improved significantly, and recent trends suggest increasing sales 
activity a result of emerging pent-up demand. For those willing to buy, the difficulty 
in obtaining financing has further depressed sales, although purchase money financing 
barriers have been less obstructive than in the past several years. Finally, consumer 
sentiment is improving but remains guarded, and the “uncertainty” in national and 
global economic conditions continues to negatively impact for-sale housing demand.
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Investor purchases, rather than 
owner-occupied, increased 
dramatically over the past two 
years. 

NEW HOME SALES
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EXISTING HOME SALES
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Recent studies suggest an increasing percentage of cash buyers seeking out opportunities 
in the foreclosure/short-sale markets as lenders have tightened credit standards for 
conventional financing. Investor purchases, rather than owner-occupied, increased 
dramatically over the past two years. Home purchase loans remain difficult to obtain in 
many stressed markets, especially for condominium units as Fannie Mae adopted strict 
lending guidelines to abate further losses. 
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Population growth has been, 
and will remain, strongest in 
the Southeast, Texas, Rocky 
Mountain, Southwest, and West 
Coast states.  
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DEMOGRAPHICS

From 2000 to 2009, population growth was strongest in the Southeast, Texas, Rocky 
Mountain, Southwest, and West Coast states. This trend fueled demand for new housing 
construction. Since the recession began in 2008, population growth has fared best in 
these areas. As affordability, climate, and lifestyle continue to drive purchasing decisions, 
population growth and demand will remain strongest in these areas. 

CHANGE IN POPULATION 
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The large “echo boomer” 
demographic is now moving 
into the housing market. This 
population, along with many 
former homeowners now 
renting, has contributed to 
positive momentum in for-rent 
housing.

CHANGE IN POPULATION 
APRIL 1, 2010 – JULY 1, 2011
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A pending demographic shift involves the baby-boomer generation, covering an 
approximate 17-year span, entering retirement age. This sizeable portion of the 
population that represented the traditional buyers of residential properties in the 
entry-level and move-up markets will likely become sellers into the move-down markets. 
However, some retirement aged sellers may have difficulty as home equity levels have 
declined substantially. The massive loss of wealth in both real estate and equities since 
2005 will contribute to defining housing market segmentation, pricing, and activity. 
Further, geographic relocation options have been decreasing resulting in a decrease in 
traditional move-down and re-employment migration patterns.

Finally, the large “echo boomer” demographic is now moving into the housing market. 
This population, along with many former homeowners now renting, has contributed to 
positive momentum in for-rent housing. In addition, several studies suggest that there 
may be a lifestyle shift to the rental versus homeownership across demographics, 
including potential move-up and move-down homebuyers. Should interest rates remain 
low, upward pressure on rental rates and increasing affordability may once again spur 
homeownership. It is also anticipated that homeownership rates will rise as the 
millennium generation ages and starts families.
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The lack of strong employment 
insecurity, and wage 
compression, will continue to 
suppress demand, even as some 
sectors of the economy show 
improvement.

EMPLOYMENT

The housing and credit crisis led the country into the worst recession since the 
depression of the 1930s. Total nonfarm employment peaked in January 2008 and declined 
6.3 percent through February 2010, reflecting a loss of approximately 8.8 million jobs. 
However, approximately 4.5 million new jobs were recorded through October 2012, and 
the U.S. unemployment rate of 7.9 percent is well below the peak of 10.0 percent in 
October 2009. Shadow unemployment (those no longer receiving unemployment benefits) 
still remains high, but studies now suggest many of these unemployed are re-entering the 
work force. This may slightly increase unemployment in the near-term but suggests 
positive traction in employment opportunities. 

The continued addition of employment-aged population entering the workforce will 
contribute to sustained higher unemployment levels. There are, however, studies that 
suggest the movement of the large demographic baby-boomers into retirement should 
open up employment opportunities and alleviate some of the upward pressure on 
unemployment. However, this may be somewhat off-set by aging baby-boomers no longer 
able to exit the workforce due to financial inability to sustain a non-employed lifestyle. The 
lack of strong employment growth, employment insecurity, and wage compression, will 
continue to suppress demand, even as some sectors of the economy show improvement.

U.S. TOTAL NONFARM EMPLOYMENT AND UNEMPLOYMENT RATE  
(SEASONALLY ADJUSTED)
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Due to slow economic growth, 
the Fed has continued to keep 
interest rates low and has 
indicated they will remain as 
such into 2014.

Current affordability levels are 
at or near their highest in over 
20 years. 
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INTEREST RATES

As of October 2012, fixed-rate 30-year mortgages were 3.38 percent, the lowest interest 
rates in a generation. The prime rate has remained at 3.25 percent since January 2009. 
Lower interest rates increase affordability for housing, yet even at the lowest rates in 
decades, effective demand for housing remains relatively low in the current economic 
climate. Due to slow economic growth, the Fed has continued to keep interest rates low 
and has indicated they will remain as such into 2014. Long-term projections are for 
increasing interest rates. When interest rates do increase, affordability levels would 
diminish accordingly and may negatively impact housing demand.

INTEREST RATES
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AFFORDABILITY

One positive result of the housing crisis is increased affordability as home prices have 
declined and interest rates remain low. Highlights from the following charts include:

•	 The percentage of households that could afford the U.S. median price of a new home 
with a 30-year fixed rate mortgage (FRM) reached an all-time high of 64.1 percent in 
September 2011, reflecting a 63.1 percent increase from the low recorded in April 
2006. 

•	 Since bottoming out in July 2006, existing home affordability, based on a composite of 
fixed and adjustable rate mortgages, increased 107.9 percent through February 2012. 
Current affordability levels are at or near their highest in over 20 years. 

•	 Increases in interest rates, which are expected over the long-term, and/or reductions 
in income levels, which are now being realized due to the latest recession, would 
negatively affect affordability. 
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NEW HOME AFFORDABILITY RATIO
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EXISTING HOME AFFORDABILITY INDEX
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CONSUMER SENTIMENT

The Index of Consumer Sentiment questions 500 households each month on their 
financial conditions and attitudes about the economy, which directly relates to the strength 
of consumer spending (i.e., home purchases). Consumer sentiment reached a near record 
low in November 2008 with the crash of the financial market and the ensuing recession. 
Subsequent gains signified that consumers perceived the worst of the recession was over. 
However, consumer sentiment returned to near record lows by October 2011 given no 
strong positive momentum in employment growth, fears about global economic conditions 
and financial markets, and ongoing debate over national fiscal and monetary policy. Recent 
gains follow a string of positive economic reports and subsiding fears attributed to the 
European debt crisis. Consumer sentiment survey indicators have not held over 
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Consumer sentiment has been 
moving positive as of late and is 
well above the lows at the depth 
of the recession.

consecutive months, making it difficult to discern a longer-term trend. Even so, sentiment 
has been moving positive as of late and is well above the lows at the depth of the 
recession.

INDEX OF CONSUMER SENTIMENT
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CONCLUSION

Home prices have decreased substantially over the past six years but showed signs of 
stabilization and improvement in 2012. Sales activity in the new and resale home markets 
remains well below stable market standards. However, there has been a notable positive 
increase in activity as of late. Even so, economic instability reflected in yet to be realized 
strong employment growth and foreclosure/short-sale inventories has kept more 
aggressive price appreciation in check. Homebuilder confidence has improved recently, 
returning to 2007 levels, reflecting the growing sentiment that the housing market 
established a bottom in 2011 or early 2012 and is now moving toward a period of 
long-term appreciation and increasing sales activity. 

Population increases continue in the traditional growth markets and interest rates are 
very favorable for qualified buyers. Due to lower home pricing and low interest rates, 
home purchase affordability indexes are at or near new highs. Any upward movement in 
interest rates, combined with any wage decreases, could dramatically affect future 
demand for housing. Further, a growing percentage of resale acquisitions are by investors 
seeking out opportunities for distressed property. The major demand generator in the 
housing market is employment, which is improving but remains below the levels 
necessary to have a significant positive impact on housing. Across a wide range of 
demographics, rental housing is increasingly becoming an alternative to homeownership. 
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The latest housing metrics do suggest that the housing market has stabilized and is 
improving. There is a growing consensus that positive movement in home pricing, sales 
activity, and new construction will occur in 2013. Even so, a stronger economic recovery 
with companion job growth and affordability by way of home purchase financing will be 
necessary precursors to a more robust rebound in housing market conditions.
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