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The new normal for home ownership
By Eric Boucher, NMLS  #409082, Mortgage loan Officer, Northway Bank
The good news for the housing market? New Hampshire home sales rose 13 percent in September, the third-consecutive month sales have increased compared with the same month last year. 

The other news? The median purchase price dropped 10 percent during that time—from $217,000 in September 2010 to $195,350 in September 2011. 
The two figures, which come from the New Hampshire Association of Realtors, paint an uneven picture of the residential market. While the number of homes sold points to signs of life, the value of those homes indicates lack of vitality.
What’s more, there’s reason to believe that the down-to-earth nature of today’s prices is the new normal, not an aberration. Many forecasters expect prices to mount little comeback before mid-2012—and for the recovery to be modest at best.  
It’s worth remembering that the notion of housing as a can’t-miss investment is relatively recent. Throughout the 20th century, homes were simply stable investments, nothing more. According to Yale economist Robert Shiller, the average annual return on housing from 1950 to 2000 was less than one-half of 1 percent, after adjusting for inflation.
The bubble didn’t begin until the 1990s and lasted just a decade. Consider the Granite State: According to the New Hampshire Housing Finance Authority, the median price of homes in New Hampshire rose every year from 1994 to 2005, dipped negligibly in 2006, then peaked at $252,500 in 2007. 

Since then? With the exception of an uptick in 2010 (thanks to the First-Time Homebuyer Credit), median prices have decreased every year. 
What does this new normal mean for home ownership? 

· The outlook has changed. It’s wise to think of a home as a place to live, not a lucrative investment. Even if the return on equity is modest, the increase in satisfaction is all but guaranteed.
· Buyers have it made. With prices down and interest rates microscopic, home ownership has reached a once-in-a-lifetime level of affordability. When running the numbers for many prospective buyers, owning invariably comes out cheaper than renting. 

· Refinancing is worth a look. If you must sell soon, there’s nowhere to hide, though there’s some consolation if you’re planning to buy again right away. If you plan to stay put, the pain of deflated values might be offset by the allure of attractive interest rates, making now a good time to refinance if you’re in position to do so. 
· Safe is smart. During the housing boom, many buyers leveraged small down payments into big mortgages to purchase more house than they could afford. Today, shrewd buyers aim for a bigger down payment and a fixed-rate mortgage with as short a term as they can swing—a more manageable strategy now that prices are down. 
What’s the best strategy for you? Whether you’re buying, selling or staying, a prudent first step is to sound out a mortgage professional about how to make the new normal work in your favor. 
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