DMBA Appraisal Update – September 2019!!
Special request questions for DMBA Members? If any of you have questions during the month, please feel free to
email me or call and I will be glad to personally respond. If the topic is of enough interest, I will be glad to
expand it and include it for the next monthly update. Thanks,
Mark Bond

mark@markbondco.com

972-733-1007

Mark’s Market Thoughts:

Appreciation and Recession are terms common to our thoughts, newscasts and newspapers,
wants and fears. Dallas appreciation, where did it go? Steve Brown had an article in the August 28,
2019 Dallas News “Home Prices up in Dallas area but Trail U.S.” This article states Dallas is up 2.7%, the
average U.S. is up 3.1 % and cities of Phoenix, Las Vegas, Atlanta, Detroit, Boston Denver are all up
5.8%-3.4%. Steve Brown concludes the market structure remains strong and the crazy buying we have
seen has pretty well disappeared.
Yes, we are seeing a lesser appreciation rate at this time and the good news it is appreciation! In
Mark’s opinion is it back to the normal rates the DFW market has experienced for several decades. Do
we expected it to go to zero or negative? No, the overall economy of jobs, interest rates, supply and
demand remain within reasonable norms.
Below is an interesting article which rates the best 300 U.S. Real Estate Markets. This is interesting as
Frisco is ranked #2 in the USA! In the ranking of the 300 cities, Denton, McKinney and Carrollton are
#5-7!! This sounds positive for the long term for the DFW area.
The next article is a prediction of the impact on the Real Estate market if a recession occurred. This is
an interesting presentation of logic.

2019’s Best Real-Estate Markets
Aug 27, 2019 | Adam McCann, Financial Writer

Whether you’re joining the real-estate business or just looking for a place to call home, it’s important to get
a handle on the housing markets you’re considering before investing in a property. With unemployment
falling and house prices rising, the market as a whole has been in a boom, despite the fact that the new tax
code has drastically reduced mortgage interest deductions. But while home values are rising, up 5.2% from
last year, fewer homes are affordable because mortgage rates are rising. However, home prices and rental
rates vary widely across the U.S. based on supply and demand.
If you aim for long-term growth, equity and profit, you’ll need to look beyond tangible factors like square
footage and style. Those factors certainly drive up property values. From an investor’s standpoint, though,
they hold less significance than historical market trends and the economic health of residents.

To determine the best local real-estate markets in the U.S., WalletHub compared 300 cities of varying sizes
across 23 key indicators of housing-market attractiveness and economic strength. Our data set ranges from
median home-price appreciation to home sales turnover rate to job growth. Read on for our findings, expert
insight from a panel of researchers and a full description of our methodology.

Best Places to Buy a House
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Boise, ID

73.68

1

38

2

Frisco, TX
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Cary, NC

71.07

7

3

5

Denton, TX
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McKinney, TX
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26
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Carrollton, TX
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Durham, NC
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Allen, TX

69.52
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6
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Fort Wayne, IN

69.51

5
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Murfreesboro, TN

69.19
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4
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Austin, TX

68.47
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Fort Worth, TX

68.23
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Gilbert, AZ

67.99
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8
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Grand Rapids, MI

67.88

8
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Thornton, CO

67.58
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Spokane Valley,
WA
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Aurora, CO

67.11

11
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Wilmington, NC

66.83

10
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Greeley, CO

66.8

20

84
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Denver, CO

66.8

14
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Charlotte, NC

66.6

29

22
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Nashville, TN

66.45

24
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Hillsboro, OR

66.42

35

16
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Richardson, TX

66.32

34

17

26

Lexington, KY

66.31

22
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Colorado Springs,
CO

66.28

28

64
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Chico, CA

66.2

23

82

29

Seattle, WA

65.84

15

179

30

Bellevue, WA

65.69

21

140

As Recession Fears Rise, Here's the
Lowdown for Real Estate
By Clare Trapasso | Aug 26, 2019

Ty Wright/Bloomberg via Getty Images; realtor.com
It seems that whenever you pick up a newspaper or turn on the news these days, a scary word
hits you in the face: "recession." Germany is already teetering on the brink of recession; an
unruly exit from the European Union this fall could cause one in Britain; and in the U.S., a rapidly
escalating trade war with China is increasing fears.
But although the R-word may be a trigger for those who remember—or even experienced—the
mass layoffs, scores of foreclosures, and plummeting home prices of the last downtown, folks
shouldn't panic just yet. And they shouldn't expect another real estate fire sale.
"This is going to be a much shorter recession than the last one," predicts George Ratiu, senior
economist with realtor.com®. "I don't think the next recession will be a repeat of 2008. ... The
housing market is in a better position."
Federal Reserve Chairman Jerome Powell indicated on Friday that last month's interest rate cut
would be followed by another in September, but cautioned that that might not be enough to
counter the trade tensions, which ratcheted up in recent days as China responded to an earlier
round of U.S. tariffs with its own, and President Donald Trump responded by making U.S.
restrictions even tougher.

About 2% of economists, strategists, academics, and policymakers believe a recession will start
this year, according to a recent survey of more than 200 members of the National Association for
Business Economics. Thirty-eight percent believe one will begin in 2020, while 25% anticipate
one starting in 2021. Fourteen percent expect it won't materialize until after 2021.
However, Trump seems confident that there's no risk of a recession at all. He's been putting out
a series of positive tweets about the economy for the past week or so.
He responded to China's tariff announcement on Friday by tweeting, "Our Economy, because of
our gains in the last 2 1/2 years, is MUCH larger than that of China. We will keep it that way!"
For sure, unemployment is hovering around the lowest it's been in the past 50 years. (However,
it turns out there weren't as many jobs in 2018 and early 2019 as previously reported.) Wages
are growing, and we've entered the longest economic expansion in U.S. history. But a downturn
within the next two years still looks likely—particularly if a trade war heats up, making it more
expensive to import goods. Those increased costs are likely to be passed along to everyday
consumers.
The housing market's risky mortgages and rampant speculation were blamed for plunging the
world into a financial crisis the last time around. But these days real estate isn't likely to be the
cause of a recession.
Will home prices and sales plummet in a recession?
Aspiring buyers hoping that home prices will crash, like they did during the Great Recession, are
likely in for a rude awakening. There simply aren't enough homes being built to satisfy the
hordes of buyers. And with more members of the giant millennial generation wanting singlefamily homes in which to raise their growing families, there isn't likely to be a drop-off in demand
anytime soon.
But the anticipation of a recession in itself could make the housing shortage even worse.
Worried would-be sellers may decide to postpone listing until they can get top dollar for their
properties.
Yet although a lack of homes for sale typically drives up prices, that effect could be mitigated if
there are fewer folks who can afford to buy. In a recession, it could become harder to find a
good-paying job or steady freelance work. Even those who remain gainfully employed may worry
about their job stability.
"If we do go into a recession, there will be layoffs," says Ali Wolf, director of economic research
at Meyers Research, a national real estate consultancy. "If you move from a two-income
household to a one-income household, it doesn’t change the desire to own. But it does impact
the ability.”
Realtor.com's Ratiu believes prices will flatten, but likely not fall. Meanwhile, the number of
home sales will also remain flat or potentially even dip, he believes.

Other economists expect the recession to take a bigger toll on housing.
"With people having PTSD from the last time, they’re still afraid of buying at the wrong time,"
Wolf says. "But prices aren’t likely to fall 50% like they did last time.
"We do expect prices will fall marginally," she continues. The priciest parts of the country, which
saw the biggest price hikes, could see the biggest price corrections. Sales could decline anywhere
from 10% to 20%, she predicts.
The luxury market is already seeing price decreases. These high-end homes, usually in the range
of $1 million and up, are usually considered a bellwether for the greater housing market.
A big wild card in all of this is mortgage interest rates, which were at an ultralow 3.55% for a 30year, fixed-rate loan as of Thursday, according to Freddie Mac data. If they continue to fall, it
could give the housing market a boost. That's because low rates translate into lower monthly
mortgage payments.
Could rentals become cheaper?
Those hoping for rental prices to be slashed will probably be disappointed as well.
"We expect a little bit of an impact," says Greg Willett, chief economist at RealPage, a property
management technology and analytics company for apartment buildings. "But it's not doom and
gloom."
He expects apartment price hikes to slow from 3% annually to more minor 1.5% or 2% price
increases over the next few years. The rental market is likely to be buffered by those nervous
about making what could be the largest purchase of their lives, a home, in uncertain economic
times. Those folks may decide to live in a rental until the economy is booming again.
The exception, again, is the luxury rental market. Developers may have to offer concessions (e.g.,
a free month's rent) or lower prices a little to attract wealthier tenants. But that isn't likely to
trickle down to the middle or even lower end of the rental market.

Will builders stop putting up badly needed new homes?
A recession could make builders even more reluctant to break ground on new residences,
particularly in the priciest markets on the coasts.
A year ago, about 10% of single-family home builders offered buyers incentives such as discounts
to go under contract, says National Association of Home Builders Chief Economist Robert Dietz.
Today, about 40% are turning to incentives to spur home sales. That's not a good sign.

Tariffs on building materials such as steel are already making construction more expensive. And
the construction worker shortage is severely limiting the number of homes that can be built. A
downturn could make this worse.
"You'll [have] some local markets where home construction declines," says Dietz. “Some
prospective home buyers could be concerned about making that purchase.”

Will a recession spur another foreclosure crisis?
One of the hallmarks of the Great Recession were the blocks littered with foreclosed properties.
Some sold quickly to intrepid young families or investors. However, those with boarded-up
windows and overgrown yards blighted many a neighborhood. And losing a home was a
devastating blow to many owners.
But foreclosures aren't expected to be such a problem if a downturn occurs. Lending laws were
tightened in the wake of the housing bubble bursting. So now only the most qualified borrowers
can secure a mortgage.
"This time we won’t have bad mortgages, just people who are losing jobs," says Lawrence Yun,
chief economist of the National Association of Realtors®.
Plus, homeowners these days have a record amount of equity in their homes. That means
homeowners who lose their job and are unable to make their monthly mortgage payments are
much more likely to put their property on the market instead of going into foreclosure.
And with home prices expected to remain high, fewer folks will find themselves underwater on
their mortgage. That should make it easier to unload the residences if need be.
And more people own their homes outright today than they did just over a decade ago. About 4
in 10 homeowners don't have a mortgage on their abode compared with 3 in 10 when the last
recession occurred, according to Ratiu.
"Foreclosures will definitely increase, but only because [the number of] foreclosures are
[already] at rock bottom," says Andres Carbacho-Burgos, a senior economist at Moody’s
Analytics focused on housing. He expects a recession will happen at the end of this year or early
next year, and last only two or three quarters.
In addition, Carbacho-Burgos expects home improvement spending to remain flat during the
recession.
And home flipping, one of the factors contributing to the previous housing market bust, is
expected to slow, he says. That's because slower home price growth makes flipping less lucrative
for investors.

Clare Trapasso is the senior news editor of realtor.com and an adjunct journalism professor at St.
John's University. She previously wrote for a Financial Times publication, the New York Daily
News, and the Associated Press. She is also a licensed real estate agent with R New York. Contact
her at clare.trapasso@realtor.com.

