Record appreciation continues into 2005

Bl OME values climbed to record levels in 2004 and
§ are expected to rise further in 2005, according

i to the Conventional Mortgage Home Price Index
(CMHPI) released by Freddie Mac in early December.
While this continues to be great news for homeowners,
it could be notice to homebuyers to act sooner rather
than later before rising rates and prices push them out of
the housing market.

“The cumulative effect of two years in which 30-year
fixed mortgage rates averaged just 5.8 percent and an
improving employment picture this year have buoyed the
housing market to new highs,” said Frank Nothaft,
Freddie Mac's chief economist.“The Conventional
Mortgage Home Price Index (CMHPI) for the third quar-
ter is showing strong growth primarily along the coasts —
areas where populations are growing rapidly and there is
little available land on which to build new homes.We are
expecting national home price growth to slow next year
as a result of higher interest rates; however, there is no
reason to expect a decline in house prices in any area as
long as job growth continues.”

All regions see gains

Nationally, home values increased by an annualized rate
of almost 16 percent in the third quarter of 2004.The
second quarter 2004 annualized growth rate was revised
upward to 9.9 percent.

“We have seen strong numbers in all areas of the hous-
ing market this year;” said Nothaft. Sales of new and
existing homes have been at record levels and should top
7.88 million units this year — an increase of nearly 10
percent over 2003’s sales,

For the sixth quarter in a row, the Pacific states lead
the nation in annual house-price appreciation, growing at
20.9 percent. And once again, the Middle Atlantic states
captured second place, with a growth rate of 16.5
percent, followed closely by the New England states,
which grew at a slightly lower rate of 16.2 percent for
the year. The South Atlantic states were fourth in growth
with an annual appreciation rate of 14 percent. The
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lome values driving wealth growth nationwide

Mountain states came in next with an annual home-price
growth rate of 10.9 percent. After the Mountain states,
the West North Central states posted an increase of 8.8
percent, followed by the East North Central states with
an increase of 7.6 percent. Finally, the East South Central
states showed gains of 5.8 percent while the West South
Central states ended the list with a 4.5 percent annual
rate of growth.

Rising values means greater wealth

“The CMHPI regional series has shown house price
appreciation in every Census division for 32 consecutive
quarters and since 2000 we haven’t seen any notable
year-over-year losses in home values in the 163 metro
areas covered by the CMHPI except for San Jose, CA,
which was affected by the fall of the dot.com sector and
saw losses over four quarters,” noted Amy Crews Cutts,
Freddie Mac’s deputy chief economist. “This means that
the wealth-building benefits from homeownership are
being enjoyed broadly across the U.S,, not just among
those living in the prime locations.

“We are forecasting annual home price appreciation
nationally at 8 percent in 2005,” said Cutts. “Strong home
sales and higher home values should propel purchase
money mortgage originations to another record high.”

See “Home Price Change” on Back Page
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