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SUMMARY 
The housing market performed very poorly during 
the first quarter of 2008, continuing 2 years of decline. 
The number of singlefamily building permits, starts, 
and completions all declined in the first quarter, 
and new and existing home sales decreased as well. 
Excessive inventories of both new and existing 
homes amounted to nearly 10 months’ supply. The 
multifamily sector was somewhat mixed: permits 
and starts decreased, but completions increased. 
The subprime meltdown continues, with foreclosure 
rates on subprime adjustablerate mortgages (ARMs) 
doubling over the past year. On the rental side, the 
vacancy rate increased, but the absorption rate showed 
some improvement. The overall economy posted a 
Gross Domestic Product (GDP) growth rate of only 
0.6 percent in the first quarter of 2008. The housing 
component of GDP decreased by 26.7 percent, which 
reduced GDP growth by 1.2 percentage points. 

Housing Production 

All housing production indicators declined in the 
first quarter of 2008, as they did in the past several 
quarters. During the past 2 years, housing production 
has experienced eight or more consecutive quarterly 
declines in the number of new building permits 
issued, units started, and units completed. The 
manufactured housing market has posted nearly 
continuous declines since the hurricaneinduced 
orders of late 2005. 

■ During the first quarter of 2008, builders took 
out permits for new housing at a seasonally 
adjusted annual rate (SAAR) of 991,000, down 
12.9 percent from the fourth quarter of 2007 and 
down 36.4 percent from the first quarter of last 
year. This drop is the 10th consecutive quarterly 
decline for total permits, bringing permits to the 
lowest level in 17 years. Singlefamily permits 
were issued for 649,000 (SAAR) housing units, a 
decrease of 14.6 percent from the fourth quarter 
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I n s i d e 

of 2007 and a decrease of 42.0 percent from the 
first quarter. This decrease is the 10th consecutive 
quarterly decline for singlefamily permits and 
represents the lowest level of singlefamily 
permits in 26 years. 

■ Builders started construction on 1,035,000 (SAAR) 
new housing units in the first quarter of 2008, 
down 10.1 percent from the fourth quarter of 2007 
and down 29.1 percent from the first quarter of 
last year. Singlefamily housing starts totaled 
722,000 (SAAR) housing units, down 12.5 percent 
from the fourth quarter of 2007 and down 38.4 
percent from the first quarter a year ago. This 
drop is the eighth consecutive quarterly decline 
for singlefamily starts. Total starts and single
family starts have not been this low in the past 
17 years. 

■ Builders completed 1,267,000 (SAAR) new housing 
units in the first quarter of 2008, down 8.3 percent 
from the fourth quarter of 2007 and down 25.0 
percent from the first quarter of 2007. The number 
of completions has declined for eight consecutive 
quarters. Singlefamily completions totaled 
952,000 (SAAR) in the first quarter of 2008, 



Summary 2

Contents 
Summary......................................................1

Housing Production .................................1
Housing Marketing ..................................3

Affordability and Interest Rates...............4

Multifamily Housing ...............................4

A Turning Point in the History of HUD’s

Home Equity Conversion Mortgage

Program ...................................................5
Overview of HECM Design and History...6

Financial Soundness of HECM .................9

Developments in the Secondary


Mortgage Market ..................................10

Prospects for Future Growth ..................11
Notes ........................................................11
References ................................................12

Additional Reading..................................12

National Data .....................................14

Housing Production...................................14

Permits ....................................................14

Starts ........................................................15

Under Construction................................15
Completions............................................16

Manufactured (Mobile) Home


Shipments ............................................16

Housing Marketing ....................................17
Home Sales ..............................................17
Home Prices ............................................18

Housing Affordability..............................19
Apartment Absorptions ..........................20
Manufactured (Mobile) Home


Placements ............................................20

Builders’ Views of 


Housing Market Activity ....................21

Housing Finance ........................................22
Mortgage Interest Rates..........................22
FHA 1–4 Family Mortgage


Insurance ..............................................23
PMI and VA Activity ..............................23
Delinquencies and Foreclosures.............24


Housing Investment ..................................25
Residential Fixed Investment and


Gross Domestic Product......................25

Housing Inventory ....................................26

Housing Stock..........................................26

Vacancy Rates ..........................................27
Homeownership Rates ............................27


Regional Activity..............................28
Regional Reports .......................................29


New England............................................29

New York/New Jersey.............................30
MidAtlantic ............................................32

Southeast/Caribbean ..............................34

Midwest ..................................................35

Southwest ................................................37

Great Plains............................................39

Rocky Mountain......................................40

Pacific......................................................42

Northwest ................................................44


Housing Market Profiles ...........................46
AtlantaSandy SpringsMarietta,


Georgia  .................................................46

BloomingtonNormal, Illinois  ...............47

BuffaloNiagara Falls, New York ............48

Fort LauderdalePompano Beach


Deerfield Beach, Florida .......................49

Grand Junction, Colorado .......................50

Las VegasParadise, Nevada ....................51

Memphis, TennesseeMississippi ...........53

RiversideSan BernardinoOntario,


California  .............................................54

SebastianVero Beach, Florida ................56

Tangipahoa Parish, Louisiana  ................57

Washington, D.C.MarylandVirginia


West Virginia  .......................................58

Units Authorized by Building Permits,


Year to Date: HUD Regions

and States ..............................................60


Units Authorized by Building Permits,

Year to Date: 50 Most Active Core

Based Statistical Areas (Listed by 

Total Building Permits) .......................61


Historical Data ..................................62


Table 1
New Privately Owned Housing

Units Authorized: 1967–Present..........62


Table 2
New Privately Owned Housing

Units Started: 1967–Present ................63


Table 3
New Privately Owned Housing Units

Under Construction: 1970–Present .....64


Table 4
New Privately Owned Housing 

Units Completed: 1970–Present..........65


Table 5
Manufactured (Mobile) Home

Shipments, Residential Placements,

Average Prices, and Units for Sale:

1977–Present ........................................66


Table 6
New SingleFamily Home Sales:

1970–Present ........................................67


Table 7
Existing Home Sales: 1969–Present ....68


Table 8
New SingleFamily Home Prices:

1964–Present..........................................69


Table 9
Existing Home Prices: 1969–Present ...70


Table 10
Repeat Sales House Price Index: 

1975–Present...........................................71


Table 11
Housing Affordability Index:

1973–Present...........................................72


Table 12
Market Absorption of New Rental 

Units and Median Asking Rent: 

1970–Present ........................................73


Table 13
Builders’ Views of Housing Market

Activity: 1979–Present.........................74


Table 14
Mortgage Interest Rates, Average 

Commitment Rates, and Points:

1973–Present ........................................75


Table 15
Mortgage Interest Rates, Points, 

Effective Rates, and Average Term 

to Maturity on Conventional Loans

Closed: 1982–Present ..........................76


Table 16
FHA, VA, and PMI 1–4 Family

Mortgage Insurance Activity:

1971–Present ........................................77


Table 17
FHA Unassisted Multifamily

Mortgage Insurance Activity:

1980–Present ........................................78


Table 18
Mortgage Delinquencies and

Foreclosures Started: 1986–Present .....79


Table 19
Expenditures for Existing Residential

Properties: 1977–Present......................80


Table 20
Value of New Construction Put in

Place, Private Residential Buildings:

1974–Present .......................................81


Table 21
Gross Domestic Product and

Residential Fixed Investment:

1960–Present ........................................82


Table 22
Net Change in Number of House

holds by Age of Householder:

1971–Present .........................................83


Table 23
Net Change in Number of House

holds by Type of Household:

1971–Present .......................................84


Table 24
Net Change in Number of House

holds by Race and Ethnicity of

Householder: 1971–Present.................85


Table 25
Total U.S. Housing Stock: 

1970–Present.......................................86


Table 26
Rental Vacancy Rates:

1979–Present...........................................87


Table 27
Homeownership Rates by Age 

of Householder: 1982–Present.............88


Table 28
Homeownership Rates by Region and

Metropolitan Status: 1983–Present .....89


Table 29
Homeownership Rates by Race and

Ethnicity: 1983–Present.......................90


Table 30
Homeownership Rates by Household

Type: 1983–Present ..............................91


2007 Annual Index ..........................92




of 2007 and down 7.7 percent from the first 

■ ® 

The average price for existing homes in the first 

■ 

2007 and down 14.6 percent from the end of the 

consisted of 4,058,000 homes, up 2.1 percent from 

■ Home builders were slightly more optimistic in 

for singlefamily completions. Singlefamily 

■ Manufactured housing shipments continued at 

facturers shipped 91,000 (SAAR) housing units, 

Housing Marketing 

Median sales prices for new and existing homes 

The inventories of new and existing homes available 

enough to last for the next 10 to 11 months at the 

new home sales is the likely source of pessimism 
among builders as measured by the National Asso

■ 

singlefamily homes were sold, down 13.1 percent 

■ ® sold 4,950,000 (SAAR) existing 

singlefamily homes sold. 

■ The median price of new homes sold in the first 

from the first quarter a year ago. The average 
price for new homes sold in the first quarter was 
$293,100, down 4.2 percent from the fourth 
quarter of 2007 and down 9.0 percent from the 
first quarter of 2007. A constantquality house 
would have sold for $294,000 in the first quarter 
of 2008, down 3.0 percent from the fourth quarter 

quarter of last year. 

The NATIONAL ASSOCIATION OF REALTORS
reported that the median price for existing homes 
was $198,700 in the first quarter of 2008, down 
4.3 percent from the fourth quarter of 2007 and 
down 7.1 percent from the first quarter of 2007. 

quarter of 2008 was $245,100, down 3.9 percent 
from the fourth quarter of 2007 and down 6.0 
percent from the first quarter a year ago. 

At the end of the first quarter of 2008, 468,000 
new homes were in the unsold inventory, down 
5.3 percent from the end of the fourth quarter of 

first quarter of 2007. This inventory will support 
11.0 months of sales at the current sales pace, up 
1.6 months from the end of the fourth quarter and 
up 2.7 months from the end of the first quarter of 
2007. The inventory of existing homes available 
for sale at the end of the first quarter of 2008 

the end of the fourth quarter and up 6.6 percent 
from the end of the first quarter of 2007. This 
inventory would last for 9.9 months at the current 
sales rate, up 0.2 month from the end of the fourth 
quarter of 2007 and up 2.4 months from the end 
of the first quarter of last year. 

the first quarter of 2008. The National Association 
of Home Builders/Wells Fargo composite Housing 
Market Index was 20 in the first quarter of 2008, 
up 1.2 index points from the fourth quarter of 
2007 but down 15.3 index points from the first 
quarter of 2007. This value is the second lowest 
quarterly value in the 22year history of the series. 
The index is based on three components—current 
sales expectations, future sales expectations, and 
prospective buyer traffic—all of which increased 
slightly in the first quarter. 

down 13.7 percent from the fourth quarter and 
down 30.4 percent from the first quarter of 2007, 
reflecting the eighth consecutive quarterly decline 

completions currently are at the lowest level 
since the fourth quarter of 1991. 

very low levels. In the first quarter of 2008, manu

down 1.8 percent from the fourth quarter and 
down 2.8 percent from the first quarter of 2007. 

Housing sales and marketing continued downward 
in the first quarter of 2008. Sales of new homes 
declined, as they had in the past 10 quarters. Existing 
home sales fell for the fourth consecutive quarter. 

declined in the first quarter, as did average prices. 

for sale at the end of the first quarter were high 

current sales rates. The nearly continuous drop in 

ciation of Home Builders/Wells Fargo Housing 
Market Index, which recorded the second lowest 
value in the 22year history of the index. 

In the first quarter of 2008, 569,000 (SAAR) new 

from the 655,000 (SAAR) homes sold in the fourth 
quarter of 2007 and down 33.3 percent from the 
first quarter of 2007. This is the lowest monthly 
estimate since the second quarter of 1992. 

REALTORS
singlefamily homes in the first quarter of 2008, 
down 0.9 percent from the fourth quarter of 2007 
and down 22.2 percent from the first quarter of 
last year. This drop is the fourth consecutive 
quarterly decline in the number of existing 

quarter of 2008 was $234,100, down 1.8 percent 
from the fourth quarter of 2007 and down 9.1 percent 
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Affordability and Interest Rates 

Housing affordability improved in the first quarter

of 2008, according to the index published by the

NATIONAL ASSOCIATION OF REALTORS®. The

composite index indicates that the family earning

the median income had 132.3 percent of the income

needed to purchase the medianpriced, existing

singlefamily home using standard lending guide

lines. This value is up 11.5 points from the fourth

quarter of 2007 and up 17.8 points from the first

quarter of 2007. The increase from the fourth quarter

is attributable to a decline (4.6 percent) in the median

price of an existing singlefamily home, an increase

(0.2 percent) in median family income, and a 40

basispoint decrease in the mortgage interest rate. The

first quarter homeownership rate was 67.8 percent,

unchanged from the fourth quarter 2007 rate but

0.6 percentage point below the rate of the first
quarter of 2007. 


Multifamily Housing 

The multifamily (five or more units) sector performed

better than the singlefamily sector did in the first

quarter of 2008. Production indicators were mixed; 
building permits and starts decreased, but completions 
increased. The absorption of new rental units 
improved, but the rental vacancy rate increased.  

■	 In the first quarter of 2008, builders took out 
permits for 302,000 new multifamily units, down 
8.0 percent from the fourth quarter of 2007 and 
down 17.7 percent from the first quarter of 2007. 

■	 Construction was started on 288,000 new multi
family units in the first quarter of 2008, down 
4.3 percent from the fourth quarter of 2007 but 
up 11.5 percent from the first quarter of last year. 

■	 Builders completed 287,000 units in the first 
quarter of 2008, up 12.9 percent from the fourth 
quarter of 2007 and up 0.2 percent from the first 
quarter of a year ago. 

■	 The rental vacancy rate in the first quarter of 
2008 was 10.1 percent, up 0.5 percentage point 
from the fourth quarter of 2007 but unchanged 
from the first quarter of 2007. 

■	 Market absorption of new rental apartments 
improved, with 57 percent of new apartments 
completed in the fourth quarter of 2007 leased or 
absorbed in the first 3 months following completion. 
This absorption rate is up 3 percentage points 
from both the third quarter of 2007 and the 
fourth quarter of 2006. 
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