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biegraphy of his father, famed boxer Joe
Louis. On Jan. 25, he put his remodeled
earviage house in Denver on the market
for $289,000. A scant month later he sold
it for $280,000.

In the Northeast, however, the boomn
s over. Boston home prices went from
year-to-year gaing of 35% i the mid-
19380s to an anemic 2.4% last year. Prices
will stay flat to slightly lower in New
England, save Gary L. Ciminero, chief
economist  at  Fleet/Norstar Financial
Group Ine. In the New York City area,
hit with z loss of roughly 20,000 jobs n
the financial-services sector after the
1987 market crash, prices squeezed out a
2.9% wain tor the year, but fell by 3.6%
from the fourth quarter of 1987 fo the
same period in 1988, The Northeast's
lackluster market even helped cool off

prices that could bury the nation’s econ-
omy. Instend, the workings of supply
and demand suggest 2 stagnant market
For several years.

First of all, real estate prices typically
den't plunge absent a calamily, such as
the Great Depression. More iy,
plummeting oil pricss sent the Souoth-
went into an economic tailspin Just as 4
home-bulidimg boom was goeing full Gt
By contrast, the Northeast “i5 a strong
diversified economy that’s not about o
fall apart,” says Wellesley College pro-
fessor Karl E. Case. And many home
sellers will take their “product” off the
market if they don’t like the price.
Helping to hold up prices are & pang-
plv of loeal rules and regulations limit-
ing the supply of new housing. Many
folks in New York and Boston, for ex-
ample, resist multifamily houvsing proj
ects in their suburban eommunities a3
fiercely as they would a penitentiar

o pispanrry. Keeping » tight rein on
price incrveases is the glaring disparity
between prices and inecomes. The time-
honered rule is that a household can af-
ford to pay aboul 2.5 times itz anpual
ineome to buy a house. According to a
Salomon Brothers Tne. report by Antho
ny Downs, senior fellow at the Brook-
ings Institution, the median price in the
New York area in the third guarter of
1988 was an astounding 7.1 times medi-
an income. It was 4.5 times income in
Boston, 4.4 times in Providence, and 4
times m Hartford. “High housing prices
are affecting the growth rate of certain
economic areas,” sayy Downs,
Astronomical housing eosts make 1t
difficolt for employsas to move into the
Northeast. Take the experience of John
and Barbara Jago-Ford. John, a national
sales manager for Rostra Tool Co.,
moved from Florida to Connecticnt last
fall. They took a net 38,000 loss on sell-

ing their four-bedroom colomal for
aroanel $106,000 in the weak Orlando
market in February, After months of
searching fur a comparabie house they
could afford, they finally found 2 builder
willing o erest ome in Madison for
5264, 600—after he cut the price by
£30,900 to get the k. Even then, the
Jago-Fords barvely qualified for an 8%
Al that adjusts upward v siy Taonihs.

Many employees living i other re-
giong are refusing to relocate. Home
companies have decided that if their em-
plovees won't eome to them, theyll
move. J. O Penney To., for one, lefl
New York City for the Dallas ares.

iK'y not just a Northeastern problem.
“Moving employess into Californiz s
very tricky,” says Leonard Troutner, an
executive at Coldwell Banker Relocation
Mansgement Services Inme. in Laguna
Hills, Calif. In the so-called Research
Triangle of North Carcling, the mayors
of Raleigh and Durham recently joined
representatives from banking, veal es
tate, and pgarby universities to form the
Triangle Housing Partnership. [s man-
dzte; help create affordsble housing for
moderate-income  folks. The Horvard
Business Review rvecently focused on
the “convulsion in U. 5 housing” that's
adversely affecting husinesses,

Amerien’s wealth is largely tied Lo the
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home. Some 684%

of houssholds own
thelr own home—with a median saleg
price of 389,100. That compares with the
meager 109 that own stock portfolios
excesding $5000 in value, Amerieans
need not worry that the value of their
bigpest asset iz going to collapse. The
worry now is making sure the American
Drear doesn’s become Just a dream to
the young and less-than-wealthy home-
seekers in strong local economies,

By Chrigtopher Foavvell in New York,
with buyeau veporis

Florida. “When it's saft up therve,
a drop in demand i sure 1o be felt
here,” says real esiate economist
Lewis M. Goodkin

Indeed, some worry thal Lhe
Northeast's worsening market s a
harbingsr of a4 nationwide real es-
tate erash, For mstance, Comgtock
Partners Inc., a New York-baged
money management firm, believas
that veal estate could fast become
a depreciating  asset. After all,
gays Comsiock  partner Michael
Aronstein, “vou can't say it's just
a regional problem” sinee the
Northeast accounts for sotme one-
gquarter of the nation’s housing
market

Yet home-price weakness i the
Northeast abial 1o snowhall
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Ioss i the sale of ety
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REAL ESTATE

High interest rates and soft demand are putting a damper on prices

Go, get yourself o plece of ground, ond
hold possession . .. You need do noth-
ing more. You may it down and
smoke youwr pipe . . and without doing
one stroke of work, without adding one
inta to the wealth of the community,
in 10 years you will be rich.

—Henry George

ore than 100 years ago, eeono—
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of a generation made wealthy by soar-
ing real estate prices. Home sweet home
has not only been a great place W live
but a superh investment as well The
ration’s meadian home price jumped fore-
fold, from 21800 in 1969 to $89,100 in
1%&; while consumer prices generally
tr}pled The‘fe has been no place like
home, at least as an ipvestment.
Hf}uﬂng mania is peaking, though, de-
upp‘p mAatinn’s _ The
rate of price hikes for single-Tamily
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the 1930g {chuart). Shortterm, rising in-
terest rates could put further pressure
on the market as homeowners stroggle
te meet their interssi pavments on the
more than $500 billion i adjusiablerate
mortgages (AkMs) outstanding. Ditto for
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- debiors owing nearly $100 billion on

home equity loans. In the longer term,
demographic and economic forces will
keep a hd on veal estate appreciation.
Higher interest rates are already
worrying home buyers who took
out adjustable-rate leans duving
the past few years. “They'll face
real pavment shock,” warns War-
ren Lasko, executive vice-presh
dept of the Mortgage Bankers
A ¥
Greensiein, presidenti of a ‘:l’l’]d]l
executive-search company outside
Boston, took out a big $300,000 srw
in 1945, He expects that his mortgage
rate will eatchet up by fwo points
come August, boosting }1!&; vearly mort-
gage payment. by some ] "The rate
inereagse is going to st cmg,le me,” says
Greensiein.
1Ess pEmann. Over the long haul, demo-
gmphm t'rendsv too, will damp@n housing
ing, The 76 million | L boomers
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970s. Home hst among babv boomers
Wﬂl be partly satiated i the 1990s. The
baby-bust generation, the 41 million born
between 1965 and 1976, will exert less
presstce. And mind- bomrhnfr home price
graing in metropolitan areas could slow
Ioegl economic growth and contain veal
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estate valoes. The

first-time  home  buy-

er, for one, is priced out

of a good number of eco-

nomically important cities
and their environs.

That is the bad news for homeowners.
Now for the good news: Home prices
aren’t about to fall off a precipice. Na-
tional home sale prices will at least track
mflation. A BIUSINESS WEEK smrvey of
real pstate mavkets around the country
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with modest price ineveases and reason
ably hrisk sales. Indeed, there are signs
that prices in the major regional mar-
kets will move closer together over time,
as previously troubled markeis recover
and the hot markets peak.

The exception iz Californis. It's in the

DEMVER: ARE THE
POLDRUMS OVER?

¥ Ong of the nafion’s
wanst defrressed veal esiale
wmigrkefs seems 1 be
recovering slighily. It fook
Joe Eneis Bawvow fr., son
of hoxer foe Lows, just one
mronth s vear {0 find a
buyer willing to spend
FIRO0 00 for has

remzodeled 662?‘?"(3"’& house

throes of a fever-piteh boom.
Prices of homes shot ap by 32% n
Tos Angeles last year, fifting the
median zales price to 180,100, The
San Francisco region zaw priees
rise by 28.1%, to $206,500. Stoking
California’s hot market are job
hunters and & growing crop of
laws restricting developrent.

sicus OF Leg. Many of the na-
tion's worst markets are starting
to show some signs of improve-
ment. Medin sale prices overall
fell by 5.3% last yvear in Denver.
But “there has been a tremendous
improvement in sales of existing
homes in the past 10 months”
says Tucker Hart Adams, chief
ceonomist for Central Banks of
Colorade. Just ask Joe Lows Har-
row Jr., eonsultant and author of a
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