
Housing Affordability Index Set Annual Record for 2012 
 With 11 months of data reported, 2012 will clearly go down as 
a record year for favorable housing affordability conditions, and a 
great year for buyers who could get a mortgage, according to the 
National Association of Realtors®.

 NAR’s national Housing Affordability Index stood at 198.2 in  
November, based on the relationship between median home 
price, median family income and average mortgage interest rate. 
The higher the index, the greater the household purchasing pow-
er; record keeping began in 1970.

 An index of 100 is defined as the point where a median-income 
household has exactly enough income to qualify for the purchase 
of a median-priced existing single-family home, assuming a 20 
percent down payment and 25 percent of gross income devoted 
to mortgage principal and interest payments. For first-time buyers 
making small down payments, the affordability levels are relatively 
lower.

 For all of 2012, NAR projects the housing affordability index to 
be a record high 194, up from 186 in 2011, which was the previous 
record. November’s reading was 2.5 index points below October, 
but up 1.5 index points from a year earlier.

 Lawrence Yun, NAR chief economist, said home buyers are able 
to stay well within their means. “Although 2012 was highest on  
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record, the excessively tight underwriting precluded many would-
be homebuyers from locking-in generational low interest rates,” 
he said. “Rising home prices and a gradual uptrend in mortgage 
interest rates will offset improvements in family income, but 2013 
likely will be the third best on record in terms of household buying 
power. A window of opportunity remains open for buyers who can 
qualify for a mortgage.”

 NAR projects the housing affordability index to average 160  
during 2013, which means on a national basis that a median-
income family would have 160 percent of the income needed to 
purchase a median-priced existing single-family home. Conditions 
vary widely, with the highest buying power in the Midwest. Even 
in the West, where the regional index is lower, the typical family  
is well positioned in most markets.
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Good News in Foreclosure Rates  
Foreclosure rates are dropping locally and across 
the nation and the number of homes worth less 
than the outstanding mortgage balance is falling. 
Foreclosure activity decreased in 25 states, with  
Nevada (57 percent), Utah (40 percent) and Oregon (40 
percent) leading the way.

http://www.realtor.org
http://www.realtor.org/research/research/housinginx
http://www.realtor.org/bios/lawrence-yun


What to Expect in 2013 
According to Money Magazine…

 Jobs are coming back. Hiring is hardly robust yet, but the  
unemployment rate is well off its 10% peak. By this time next year, 
the economy should be adding 173,000 jobs a month, up from this 
year’s 157,000, according to the National Association for Business 
Economics. 

 “We’ll see a slow but steady increase in employment through-
out the year,” says Sean Snaith, economics professor at the Univer-
sity of Central Florida. “The pendulum is shifting toward workers 
again.” 

 How quickly that pendulum shifts depends in part on how soon 
the fog over taxes and budget cuts lifts. Businesses are in a hold-
ing pattern, but they’re in far better financial shape than since the 
credit crisis. 

 Consumer debt is shrinking. The balance sheets of American 
families look fairly healthy too. Consumers have been working 
down their levels of installment debt, and that, combined with low 
borrowing rates for houses and cars, has eased payment burdens 
significantly. 

 “We’re not going to be another Japan, which lost two decades 
dealing with debt,” says Hank Smith, chief investment officer at 
Haverford Trust. “In the corporate and household sectors, that’s 
already taking place.” 

 Finally, housing is coming back. For five years the real estate 
market has cast the longest of shadows. Now the sun is overhead. 

 In many areas, the inventory of homes on the market is down 
20% or more from just a year ago. Nationwide, there are 1.8 million 
houses for sale. At the peak, in the summer of 2007, that figure was 
more than twice as high. Sales of existing single-family homes, 
meanwhile, jumped 11% in the 12 months through September. 
Demand should remain elevated as the Fed keeps buying bonds 
so mortgage rates stay low. 
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Real Estate Trends to Look For in 2013  
As projected by Steve Harney’s KCM Crew, these are some things we 

should keep an eye on in 2013:

Demand for Housing Will Continue to Surge
The housing market has turned the corner and 
there is no reason to believe that buyer demand 
will not maintain momentum throughout 2013. 
Household formations shot up to boom-time 
levels in 2012 and are projected to increase at 
a faster rate over the next twelve months. A lack 

of inventory will be more of a challenge to sales increases than will 
a lack of demand.

Prices Will Continue to Increase
Pricing of any item is determined by supply 
and demand. Demand for housing will remain 
strong throughout 2013. At the same time, the 
supply of homes is shrinking in many parts of 

continued on next page...

“Sales of existing single-family 
homes, jumped 11%”



800-547-1982  |  9600 SW Barnes Road  |  Suite 100  |  Portland OR 97225

Bert Waugh, Jr., Chairman

the country. Outside of a few states that still have challenges with 
large inventories of distressed properties (NY, NJ, CT, IL for exam-
ple), prices will appreciate nicely.

 Even in the areas that are still dealing with high percentages of 
foreclosures and short sales, prices will not tumble dramatically. 
The increase in demand will absorb much of this inventory. In 
these areas, prices will either flatten or perhaps soften to a small 
degree.

Generations X and Y Will Prove They Believe in Homeownership
Contrary to what many have hypothesized over 
the last few years, young adults (18-35 year olds) 
are just as committed to homeownership as  
previous generations.  

Recent studies have shown:
	 •	 43%	already	own	a	home
	 •	 72%	see	homeownership	as	part	of	their	personal	
  American Dream
	 •	 93%	of	those	currently	renting	plan	to	buy	a	home
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Warren Buffett Is High on Housing
 In this video, Berkshire Hathaway Chairman & CEO Warren  
Buffett and Ron Peltier, CEO of HomeServices of America, share 
their thoughts on the housing market.

 This, along with the increase in household formations, makes us 
believe that 2013 will be the year that many of these young adults 
will jump into homeownership. 

Move-Up Sellers Will Return in Great Numbers
Perhaps what many will find as the biggest  
surprise of 2013 will be the return of the ‘move-
up’ seller. Over the last several years, negative 
equity has prevented many of these sellers 
from moving up to the house of their dreams.  
However, with prices recovering, more and more 

of these sellers will realize that now may be their greatest opportu-
nity to make the move to a lifestyle they always wanted.

 With home prices expected to increase and more stringent 
mortgage qualifications scheduled to be announced this year, we 
believe the first half of the year will bring many of these sellers and 
buyers to the market.

Like Warren and Ron, I’m confident good things lie ahead for the 
real estate market in 2013.

http://video.cnbc.com/gallery/?play=1&video=3000140548
http://www.transitionalyouth.org/about-us/founders-message/

