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Higher prices, sales

Gains won’t be as strong as 2013, analysts say

By Julie Schmit
LUISA Today

The housing recovery hit
h:gh gear in 2013 with big-
ger xpected  price
gams and solid home sales.
This year isn't likely tobe as
exciting, Rising mortgage
interest rates will price out
some potential buyers. In-
stead of double-digit price

gains, look for single-digit
uues 'economists say, while
axisﬂng-hume sales remain
at last year's level.

Sound boring? “You want
boring in the housing mar-
ket,"” said Svenja Gudell, di-
rector of economic reseamh
for Zillow.

Here's what's ahead:

» Home prices, They
were the highlight of the
2013 housing market, up
12.5 percent in October year
over year, Corelogic says.
Prices are now 20 percent
off their 2006 peaks after
falling more than 30 per-
cent, shows the Standard &
Poor’s Case-Shiller index.

Economist John Burns
looks for a 6 percent gain in
2014. Many others see small-
er increases ahead. Zillow
forecasts a 3 percent rise.

Prices will likely rise
maore slowly as more homes
come on the market, fewer
investors bid for homes and
higher | COSts —
including interest rates and
home prices — take a bite
out of housing affordability,

experis say.

Still, housing remains
4pemant gndervalued
when compared with other
economic  fundamentals,
stich as consumer incomes
andtlmmat,tpr:gt ,said Tru-

me sales,
They've started to slow,. In
November, they were down
year over year for the first
time in 29 months, Mational
&I;.ssnciaﬁun of Real.tnr data
show,

The dip was driven by
higher interest rates and a

tight supply of homes for
sale, 1t doesn't mean the
housing recovery has come
off the rails, because home
prices and housing starts
continue (o improve, said
Capital Economics econo-
mist Paul Ashworth,
Existing-home sales,
which came in at a 4.9 mil-
lion seasonally adjusted
pace in-November, are ex-

pected to be about 10 per-
cent higher in 2013 than 2012
and stay about the same at
S1million in 2014, NAR
forecasts. That’s roughly
back to 2007 levels but below
theinflatedlevels preceding
the housing crash.

New-home sales, which
malte up a smaller part of
the market, have more room
to grow. They hit an annual

of 464,000 in Novem-

er, up almost 17 percent

from a year ago but still be-

low the 700,000-a-year pace
considered healthy. -

» Housing construction.
This part of the housing re-
covery has lagged, Novem-
ber’s data showed an im-
provement, with housing
starts topping 1million a
year, the Commerce Depart-
ment said. That was up al-
most 30 percent from a year
earlier, butit’s still far below
the norm. Starts averaged
1.5 million &4 vear before the
mid-2000s housing boom.

Construction won't re-
turn to normal this vear, but
it will sirengthen enough to
be the main driver of the
housing recovery as home
price gains shrink, accord-
ing to Goldman Sachs.



