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   Smart Money
Real Estate:  Finally a good investment?

The housing market still looks pretty bleak:  There were a record 1 million foreclosures last year, home prices are still falling in many regions, and the number of "underwater" properties is at a record high.  

And things don't look much better in other areas of real estate. The number of construction jobs continues to decline, even as other parts of the economy have added jobs. And mortgage rates have moved higher as long-term Treasury yields have backed up during the past few months.

Basically, the real estate market remains a mess.

Real estate encompasses a wide range of markets – homes, apartments, hospitals, office buildings, strip malls, dormitories and other properties. But for our purposes, let's focus on residential real estate, or homes. Here are four reasons to think residential real estate might represent a bargain – with one big caveat.

KEEP THIS IN MIND
· Everyone hates homes - When the housing market is in the doldrums, people tend to avoid thinking about the value of their home.  Sellers complain they’re not getting offers and buyers bemoan the strict lending requirements.  However, prospective buyers should be contrarian and take advantage of a down housing market.


· Smart people are buying real estate - A prominent hedge-fund manager said in a speech last fall:  “If you don’t own a home, buy one.  If you own a home, buy another one, and if you own two homes, buy a third and lend your relatives the money to buy a home.”  He believes that interest rates and home prices will rise this year, so real estate bargains won’t last much longer.


· Real estate performs well during inflation – Convention says Treasury Inflation Protected Securities, commodities, and real estate do well in an inflationary environment.  Real estate performed well during the period in the 1970s, when persistent inflation and high unemployment occurred. 


· Demand may be coming back - Job creation and getting people employed are the two major factors in the housing rebound.  There’s much debate about when the job market will recovery.  Optimists say the recovery will happen this year, while pessimists say it won’t happen for several years.

Read the full story

http://www.smartmoney.com/personal-finance/real-estate/-1295050347411/
In Other News…
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Existing home sales jump 12 percent

Sales of existing homes jumped in December, marking the fifth month of gains in the past six months, based on an industry report released Thursday. 

Read the full story

http://money.cnn.com/2011/01/20/real_estate/existing_home_sales/index.htm
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When mortgage rate locks expire

As mortgage rates have edged higher, many borrowers have been locking in loan rates for a home purchase or refinancing.
Read the full story

http://www.nytimes.com/2011/01/09/realestate/mortgages/09mort.html?_r=1&ref=realestate
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2011’s green homes to be cheaper, smarter, tighter

What will be the top 2011 trends in green building? A non-profit research group expects green homes will become increasingly affordable, smart, and energy-efficient -- all trends that Green House agrees are likely.
Read the full story

http://content.usatoday.com/communities/greenhouse/post/2011/01/2011-green-buillding-trends/1
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Market for vacation homes is on the rise

Sales in many vacation communities across the U.S. soared last year to levels not seen since boom times, driven by deep discounts, cash purchases, and buyers' rising stock portfolios.
Read the full story

http://online.wsj.com/article/SB10001424052748704482704576071984006994652.html?mod=WSJ_RealEstate_LeftTopNews
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Credit scores get easier to track down and less secretive

You may be a pillar of your community, admired by your colleagues and beloved by friends and family, but if you have a mediocre credit score, you probably won't be able to get a decent interest rate on a car loan, mortgage, or credit card.
Read the full story

http://www.usatoday.com/money/perfi/columnist/block/2011-01-11-yourmoney11_ST_N.htm\
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CalHFA mortgage aid program for jobless begins

On Monday, more than two months behind schedule, the California Housing Finance Agency will begin taking applications for a federally funded program that will give some unemployed homeowners up to $18,000 each over six months to pay their mortgage.
Read the full story

http://www.sfgate.com/cgi-bin/article.cgi?f=/c/a/2011/01/09/BU4N1H5FOR.DTL
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Home seizures by banks decline in state

Fewer Californians grappled with foreclosure last year, bucking a national trend and giving homeowners fresh hope that the state's housing market could be on the mend.
Read the full story

http://www.latimes.com/business/la-fi-foreclosures-20110113,0,6804237.story
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The “Big One” might be a flood

California has more risk of catastrophic storms than any other region in the country – even the Southern hurricane states, according to a new study released Thursday.
Read the full story

http://www.sacbee.com/2011/01/14/3323275/the-big-one-might-be-a-flood.html
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1 million homes repossessed in 2011

Foreclosures were at a record high in 2010, and more than 1 million people lost their homes, even as notices started leveling off during the end year.

Read the full story
http://money.cnn.com/2011/01/13/real_estate/foreclosures_2010/index.htm
What you should know about the market:

· Historical data from the National Association of Realtors (and adjusted for inflation by Businessweek.com) show that in 18 of the 25 largest metro areas in the U.S., the value of homes purchased in 1990 had increased by 2010, often by double digits. And this in a year when real estate prices around the country have softened since their peak in 2006. These houses would have been worth even more a few years ago.


· In an analysis of the country's 25 largest metro areas, Businessweek.com found that the Portland, Ore., area had the largest real price gain since 1990, with the median sale price in this year's third quarter ($242,100) up about 85 percent over 1990, in inflation-adjusted terms. Home prices in the Denver, Baltimore, and Seattle areas also made gains of more than 50 percent in that period.


· Yet in some other markets where homeownership skyrocketed during the housing boom, inflation-adjusted prices have fallen so dramatically that they are now below 1990 levels. Real prices in the Atlanta metro, for instance, are down about 21 percent compared with 20 years ago, and in Sacramento they are down 19 percent.


· After recovery from the housing bust, home prices are expected to settle into a price-growth trend that's slightly higher than inflation over the long term. So in that sense, housing is still a long-term investment with a positive yield. 
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