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Housing: Prices and Ownership Still Correcting

Just when CoreLogic, the California-based
mortgage data provider, began to wax
optimistic about the housing market, the
Census Bureau and the S&P/Case-Shiller
index doused their enthusiasm with some
cold facts and daunting data.

CoreLogic noted in its January report that
single-family permits and starts rose at a 15-
percent annual rate over the six months
ending November 2011. In addition, existing
home sales appeared to be trending higher
as well, increasing by about 12 percent from
January to November. The tone in their note
to clients was guardedly optimistic:

While we cannot say with a high degree of certainty what 2012 has in store for us, indications
based on the latter part of 2011 are that both the broad economy and the housing market are
moving toward positive growth in 2012.

And then, on January 31, the Census Bureau released its fourth-quarter report on home ownership: the
rate was 66 percent, extending the decline from the 69 percent reached in 2005, just before the housing
bubble burst, and rivaling the rate last seen in 1997, 14 years ago. Economist Mark Perry developed a
visually stunning graph for his blog and concluded:
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The political obsession with homeownership in the 1990s and early 2000s raised homeownership
in the short run to an artificial and unsustainable level of 69% by 2004, but failed in the long run
to create a homeownership rate that was sustainable. In the process, numerous government
policies turned good renters into bad homeowners, created a housing bubble, waves of
foreclosures, and a subsequent housing meltdown and financial crisis. In other words, the chart
illustrates how government policies (monetary, mortgage market, GSEs, CRA, affordable housing,
etc.) created an unsustainable “homeownership bubble” that is still deflating. It’s likely that the
homeownership rate will continue to fall for at least several more years, until we eventually get
back to the more sustainable 64-65% homeownership rate that prevailed from 1975-1995 before
various government policies destabilized the U.S. housing market.

Markets tend to return to prior states after government interventions such as those mentioned by Perry,
called “reversion to the mean.” By extension, such correction back to normal isn’t likely to take place
any time before 2015. And that assumes no further government interference in the operation of the
market.

The second blow to CoreLogic’s enthusiasm came from the S&P/Case-Shiller index which dropped in
November by another 1.3 percent from October and down 3.7 percent from December 2010. Said David
Blitzer, chairman of the index committee, “The trend is down, and there are few, if any, signs in the
numbers that a turning point is close at hand.” For further proof, the index showed prices declining in
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18 of the 20 cities the index tracks.

The pressures on prices and homeownership are significant and increasing. With the bottleneck of
foreclosures finally easing after the “robo-signing” scandal came to light last year, some of the invisible
“shadow” inventory is finally coming to market only to find that potential buyers can’t meet the
stringent lending requirements instituted following the housing bubble’s collapse. And now that the
Federal Reserve has announced that it intends to keep interest rates low for at least another three
years, any pressure to “buy now before prices go up” has been removed. Buyers now have no incentive
to buy, and every incentive to wait.

Reversion to the mean in 2015 is predicated upon no further government interventions, but alas,
President Obama, in his bid to appear to be doing something even if it means doing the same thing that
hasn’t worked, just announced a ramping back up of his failed HARP (Home Affordable Refinance
Program) which enticed fewer than one million homeowners to refinance, well short of his originally
promised 4 to 5 million it was designed to help. Ever the interventionist, Obama refused to let the
market right itself:

I'll be honest — the programs we’ve put forward didn’t work as the scale we’d hoped. Not as
many people have taken advantage of it as we wanted...

[But] it is wrong for anyone to suggest that the only option for struggling, responsible
homeowners is to sit and wait for the housing market to hit bottom. I refuse to accept that...

And so, one more government program designed to reverse the tide and stem the flow of the free
market will succeed in one thing only: delaying the inevitable return to normalcy, hurting the most
those whom Obama allegedly wants to help. Despite being chastened by his past failures, President
“King Canute” Obama continues to interfere with the continuing correction and the inevitable
“reversion to the mean.”

His subjects wait in vain, it seems, for the great king to admit, finally, that “all men know how empty
and worthless is the power of kings. For there is none worthy of the name but God, whom heaven, earth
and sea obey.”
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Subscribe to the New American

Get exclusive digital access to the most informative,
non-partisan truthful news source for patriotic Americans!

Discover a refreshing blend of time-honored values, principles and insightful
perspectives within the pages of "The New American" magazine. Delve into a
world where tradition is the foundation, and exploration knows no bounds.

From politics and finance to foreign affairs, environment, culture,
and technology, we bring you an unparalleled array of topics that matter most.

What's Included?

24 Issues Per Year

Optional Print Edition

Digital Edition Access

= : Exclusive Subscriber Content
THE VAX = | L Audio provided for all articles
Unlimited access to past issues

Coming Soon! Ad FREE
60-Day money back guarantee!

Subscribe Cancel anytime.
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