[image: image1.jpg]My DEREE
Jerty D. Betérsen




	[image: image2.png]



	Oahu Home Prices
April 15, 2009
	1060907


In the past year we have lost $120,000 on our house in Mililani.  Yes, last March our house was worth $700,000 – now in March 2009 it was only worth $580,000.  The housing market is in the dumps along with everything else. Do you know who and what caused this terrible recession that we are currently going through?  Bill Clinton, that’s who - his liberal house buying policies started this recession.  Back in the 1990’s, Fannie Mae/Freddie Mac and other mortgage companies come under pressure from the Clinton Administration to expand mortgage loans among low to moderate income people and felt pressure from stock holders to maintain its phenomenal growth in profits.  Mortgage brokers were giving loans to almost anybody who could make a minimum mortgage payment. This practice continued into the mid 2000s. This mortgage and credit crisis was caused by a large number of home owners unable to pay the mortgage as their low introductory rate (sub-prime) or interest-only mortgages reverted to principle and regular interest rate loans.
Here is an example.  A newly married couple finds a great new house that is being sold for $300,000.  They contact a mortgage broker who tells them that they can get into that house on a 5-year interest only loan where they would only have to pay $1500 a month.  They ask the broker about what’s going to happen after five years when the regular interest plus principle rates kicks in and the monthly mortgage payment goes up to $2400.  He tells them that the house is bound to go up in value and they could just refinance the house to keep monthly payment low.  This couple makes a combined income of only about $40,000 a year, but they really want the house and they think they can afford the monthly payments – so they buy the house.  Well, five years goes by and they seem to be getting along okay but then one day they get a new mortgage bill for $2400.  They call up their mortgage broker to see if they can refinance and that’s when they get some more bad news – their home is now worth $200,000 and they cannot refinance.  They still owe the mortgage company $300,000 and now they cannot afford the monthly mortgage payments.  What can this couple do?  They can’t sell it because they would still owe the mortgage company $100,000. They have no money in the bank, a large credit card debt, a SUV car payment, and two kids to feed.  This family’s only option was to walk away from their “dream” home and give it to the mortgage bank.  This is called FORECLOSURE!! They will have to find a place to rent. This situation is currently happening to hundreds of thousands of these low-income home owners.  What a shame! So now the mortgage banks own all these empty houses and have no money coming in.  Result?  A pro-longed RECESSION!!
I put some of the blame for this mess on George W Bush who never changed these stupid house buying policies.  We also got into this mess because of personal and corporation over spending.  When you spend more than you make and when banks and mortgage companies give you more money than you can pay back, there is going to be trouble.  Most people in the United States have too much credit card debt, too many expensive cars, too big of a house and not enough money in the bank.  When the price of housing took a nosedive and people could no longer refinance their homes because their mortgage was higher than the value of the home, things got bad in a hurry.

But, if you have money, it is a house buyer’s market.  Interest rates are low and home prices are going down. Here are some sample house prices:
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	Mililani Home - $560,000
	Waikiki Condo - $300,000
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	North Shore Home - $800,000
	Hawaii Kai Town House - $520,000


There was an interesting story in the Honolulu Advertiser about the declining house prices and number of houses and condos being sold.  Single-family homes sold for a median of $600,000 in March 2009, down 4.5 percent from $628,000 in the same month last year. Compared to the past few years, banks and mortgage companies have much stiffer lending rules to follow in order to qualify borrowers for a mortgage.  This is limiting the number of people who can take advantage of historically low interest rates and lower house prices.  Just 188 single-family homes sold in March, down 33.3 percent from 282 a year earlier. In March 2009, condos and townhouses sold for a median $305,000, down 7.4 percent from $329,300 in the same month last year. There were 248 condo sales in March, down 36.7 percent from 392 a year earlier. Below is the published chart that details the house prices in the different areas on Oahu.
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Let’s take another look at the above chart to see what other interesting facts we can find.  If you live on Oahu and are filthy rich, you probably have a mansion in the Walalae-Kahala-Diamond Head area or out on the North Shore.  If you are just kind of rich, you probably have a house in Honolulu, Aina Haina or Hawaii Kai. If you are a little poor and still want to buy a home, you will probably need to buy it out in the Nanakuli-Waianae-Makaha area.  If you are middle class like most of the rest of us and want a single-family home, you probably will be living in one of the other areas like Mililani.  If you are single or want to live in Honolulu where the action is, you probably own or rent a condo. Town houses and condos cost the most in Hawaii Kai where the value has stayed high. I was surprised to find out you can buy a nice condo in Waikiki for $300,000 - I thought they would cost more.  The house below (located in Kahala) has been drastically reduced from $20 million to only $16 million.  Excuse me - I must go call my real estate agent right away!
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So, when are home prices going to start going back up again? Economic experts are saying the bottom hasn't been reached yet and home prices and sales will weaken moderately for the next two years. It looks like the year 2011 will be the next good year for the housing market.

What have we learned from this column? We are in a recession and home prices and sales are way down.  If you have money, this is a good time to buy real estate. We also learned this important lesson – “Life is not fair!”  My real estate agent says I don’t make enough money to buy that $16 million dollar home. Darn! Everybody can’t be rich and afford to live in a mansion overlooking the ocean.  In fact, everybody can’t even afford to own their own home. Many people will have to rent and there will be a few poor homeless soles who will have to live in a tent. And lastly, don’t feel sorry about that $120,000 we lost on our house last year – we purchased it in 1975 for $90,000 - so at this moment in time, we have made a $490,000 profit. 
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