lore homeowners discovering financial and fa

benefits of second homes, study shows

“surge” of homeowners are buying second and

vacation homes, according to research recently

released by the National Association of
Realtors®. The new study shows that 23 percent of all
homes purchased in 2004 were for investment, while
another |3 percent were vacation homes. “We've seen a
shift over the last few years with a growing number of
second-home buyers purchasing primarily for invest-
ment,” said David Lereah, NAR's chief economist.

Key reasons homeowners cited for buying a second
home were to diversify investments, for rental income,
for a personal or family retreat, and for vacations. Five
percent of the respondents said they bought a second
home because they had extra money to spend.

Following are some key findings from the NAR survey:

¢ The typical vacation-home buyer is 55 years old, while
the typical investment-property buyers had a median
age of 47.“The typical second-home buyer is a baby
boomer... still in their peak earning years and have
both the wherewithal and the desire to purchase vaca-
tion homes and investment properties.”

* 86 percent of vacation-home buyers do not rent their
property compared with only 21 percent of investment
buyers. “It appears that the majority of investment
homes are actually a renter’s primary residence, and
only 10 percent of investment buyers intend to use
their second property for recreational purposes,”’
Lereah said.

* Nearly one out of five second homes will become
primary residences after retirement — 27 percent of
vacation homes and 14 percent of investment property.

° Ninety-two percent of all second-home buyers see
their property as a good investment. In addition, 38
percent said it was very likely they'd purchase another
home within two years.

¢ The typical vacation home purchased during the period
was a single-family detached home, accounting for 83
percent, with a median size of 1,290 square feet. Half of
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all buyers said their vacation home was smaller than
their primary residence, 13 percent said about the
same and 37 percent reported it was larger.

* The typical investment property also was a single-
family home, 79 percent, with a median size of 1,700
square feet. Sixty-two percent of recently purchased
investment homes were smaller than the owner's
primary residence.

* In searching for a second home, 83 percent of buyers
used real estate agents.

* When asked where they first learned about the home
purchased, 31 percent said a real estate agent; 24
percent a yard sign; |5 percent from a friend, neighbor
or relative; 8 percent knew the seller; 7 percent from a
builder; 6 percent on the Internet; and 2 percent from
a newspaper or TV ad. In other words, homeowners
appear to find real estate professionals to be their best
source of information about buying a home.

* Eighty-three percent financed with a mortgage. 45
percent use savings for a downpayment, 29 percent
used equity from their home. For information about
how you can finance your second home, call your
mortgage professional today. #
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