
4/25/2014 % Wk Chg % Yr Chg

DJIA 16,361.46 -0.29% -1.30%

S & P 500 1,863.40 -0.08% 0.81%

Nasdaq 4,075.56 -0.49% -2.42%

EAFE 1,920.47 0.22% 0.25%

Emerging Mkts 993.35 -1.83% -0.93%

Hang Seng 22,223.53 -2.36% -4.65%

NIKKEI 14,429.26 -0.60% -11.43%

FTSE 6,685.69 0.91% -0.94%

CRB Index 310.69 -0.25% 10.89%

Dow Jones Utility 551.66 1.59% 12.45%

TIPS Index 113.55 0.42% 3.32%

VIX Index 14.06 5.24% 2.48%

OIL 109.58 2.10% -1.10%

Gold 1,303.25 0.71% 8.74%

Euro 1.38 0.13% 0.52%

Yen 102.16 -0.26% -3.05%

Sterling 1.68 0.05% 1.63%

High Yield 5.62% -0.18% -5.55%

Investment Grade 3.55% -0.28% -8.27%

2 Year Gov't 0.43% 7.50% 13.16%

5 Year Gov't 1.72% -0.58% -1.15%

10 Year Gov't 2.66% -2.21% -12.21%

30 year Gov't 3.44% -2.27% -13.35%

2 Year Muni 0.39% 11.43% 18.18%

5 Year Muni 1.25% 5.93% 8.70%

10 Year Muni 2.34% -0.43% -15.52%

30 Year Muni 3.60% 1.69% -14.89%

3m LIBOR 0.23% 0.00% -8.00%

Fed Funds 0.08% 0.00% 100.00%

Prime 3.25% 0.00% 0.00%

Money Market 0.48% 0.00% 20.00%

12m CD 0.70% 2.94% 4.48%

30 Year Mortgage 4.25% -2.52% -6.39%

15 Year Mortgage 3.29% -2.95% -7.32%
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Where to live?  The American dream of home ownership took a 90-
degree turn starting with the housing crisis and the subprime 
debacle.  During the days of liberal lending, virtually anyone could 
get a home loan.  This fueled a run up in home prices that eventually 
lead to a crash.  The fix to this crisis wound up being a combination 
of time and low mortgage rates.  In many parts of the country a full 
recovery in home prices has occurred yet what is the current state 
that surrounds a consumer's choice of where to live?  
  
Recent data shows that the single family housing market is losing 
some momentum.  The chief reason cited has been the slow and 
steady rise in mortgage rates.  The Weekly tracks the 30-year and 15-
year mortgage rates as part of our weekly data.  Currently you can 
see that the 30-year rate closed on Friday at a very affordable 
4.25%.  But a year ago on 5/3/2013 that 30-year rate was 3.42%.  
This rise has been enough to put some buyers back on the sidelines.  
So what are today's housing choices for the consumer?  I attended 
the annual meeting of a large apartment manager this week and 
based on the data presented, it appears that the answer would be 
“apartments.” 
  
Prime first time buyers of homes are people under the age of 35.  
This is also the sweet spot of apartment renters.  This group is the 
engine of growth for apartment owners and developers.  The average 
percentage of people under the age of 35 that comprise apartment 
renters is 60%.  During the heyday of the housing boom this group 
found that with easy credit available to them home ownership was 
the way to go.  By 2006 at the height of the housing boom the under 
35s had dropped to only 57% of apartment renters.  As the housing 
crisis occurred many younger adults realized that home ownership 
wasn't the certainty that they thought.  Apartment owners have seen 
the under 35s gradual increase as renters so that today they comprise 
63%, an almost thirty year high.  The other metric that is as 
fascinating is the percentage of Echo Boomers that are still living 
with their parents.  The thirty year historical average of 18-34 year 
olds that live with their parents is 28%.  Since 2007 that percentage 
has consistently risen and currently stands at 31%.  Both parents and 
young adults hate this trend and the current situation represents (to 
apartment owners) additional pent up demand for housing.  
  
Our apartment manager did discuss the recent surge in the building 
of new apartments which raises the question: Are apartments headed 
for a bust?  The long-term average of new class A apartments added 
to the nation's supply is about 275,000 units per year.  In 2010 and 
2011 that number dropped to only 100,000 units per year.  So while 
it seems in some markets (like Atlanta) that there is a new apartment 
being built on every corner, nationwide the picture is dramatically 
different.  More urban areas like New York, Los Angeles, and San 
Francisco have seen apartment owners be able to increase the 
monthly rent on tenants whose leases are up for renewal by more 
than 10%.  My own daughter in LA saw an 18% increase in her 
rent!  Our apartment manager also shared one additional 
demographic that even surprised them.  Baby Boomers are 
becoming a much larger part of the demographic population that is 
looking to rent. As aging Baby Boomers are making decisions about 
downsizing, not all are swapping home ownership for some other 
type of ownership; many are choosing the flexibility associated with 
renting.  
  
Carl Gambrell   
  


