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So How’s the Market, April 2008.  All data taken from Metrolist MLS system on 4.6.08.

Someone once said, “It’s the Inventory Stupid!”  Not being able to give the proper credit for that saying as I don’t know who it was, I will concur, the statement is correct.

The housing inventory for active listings in the Denver Metro area for residential and condo units as of April 6, 2008 stands at 26,698.  This is the lowest April inventory in 3 years.
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What is more important in determining where the market is going is to evaluate the trends in each year of how inventory typically grows in the spring in the Denver area.   From March to April of 2006 the inventory grew 6.54%.  In March to April of 2007 the inventory grew 7.3%.  Look how the inventory is flattening out as the inventory grew in 2008 from March to April only 1.58%.
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Inventory is growing at a much slower rate than in the previous 4 years during the spring.  Inventory is the most important indicator that the real estate market is now at bottom.  As the old saying goes, as supply goes down, prices go up.  If inventories continue this slow growth you will see a modest increase in housing prices starting this summer.  This is exactly why someone should consider buying today.  Even though sellers will be selling in a market that may generate some more equity in their existing home in the future, the home a seller buys today will also experience this level of appreciation.  Buying now is the time people will point to as “you bought at the lowest end of the market in the spring of 2008”!

Another wonderful statistic from this report is that the number of homes under contract in the Denver area continues to grow.  This is the leading edge of future closings.  In April of 2006 there were 7378 units under contract.  In April of 2007 that number was 6915 and in April of 2008 is has risen to 7409 units.  This represents the highest under contract stat for April numbers in 4 years.

The chart below continues to reflect the same growth in under contracts as we reported earlier this year.  Clearly the number of properties going under contract are growing at least equal to or greater than previous years.
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These properties historically start to close within 45 days or so, this number does reflect on what future revenues on sold data will be.

The weakest statistic that is obvious from this report is the sold data.  The market has not yet rebounded in closings, but it is not far away.  The number of closed properties in March of 2008 was 3541 units.  This is down from 3894 in March of 2007 and down again from March of 2006 which recorded 4062 units closed.  

The good news about sold data is that in February of 2008 the market recorded 2922 units closed and March increased by 21.18%.  Over 619 more units closed in March than February.  In previous years the average increase from February closings to March closing has averaged 15.54%.  2008 has out performed the average and we predict that the closings from this increase will start occurring this spring and 2008 sold data will start to out perform previous years.

Know the statistics to acquire more business this month.

What should a seller do with this information?  

1. Get your home on the market now.  There is not as much inventory as historically occurs this time of year, so buyers will not have as many choices.

2. Make your home look like a model.  Buyers have gotten use to lots of choices and will be looking for the best conditioned home.

3. Create a pricing strategy that includes a pricing position that is the entry price for the home, a set of terms to fit the buyer who would buy your home and be prepared for the average days on the market to be 65-80 days.

What should buyers know and do with this information?

1. Get approved for your loan before making an offer.  A buyer that can negotiate shorter contingency dates will have a better chance of negotiating the price.

2. If a buyer is needing a jumbo loan or a loan amount greater than $417,000 dollars, try to break the loan up into a first loan and second loan to have neither the first or the second loan individually exceed this $417,000 loan limit.  The interest rates for jumbo loans are higher and the qualifying guidelines are more difficult above the conforming loan limits.

3. Don’t get crazy over price.  Consider paying the sellers close to full price but get the seller to buy the rate down by prepaying points to be used for prepayment of interest payments.   You can get the seller to contribute up to 6% of the loan amount in discount points toward your new loan. The buyer’s payment will be lower then if you figured a payment by just lowering the price and the buyer will get the benefit of an increased interest deduction off of your taxes.

