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1/23/2015 % Wk Chg % Yr Chg

DJIA 17,672.60 0.92% -0.84%

S & P 500 2,051.82 1.60% -0.34%

Nasdaq 4,757.88 2.66% 0.46%

EAFE 1,787.71 2.63% 0.76%

Emerging Mkts 990.89 3.49% 3.58%

Hang Seng 24,850.45 3.10% 5.28%

NIKKEI 17,511.75 3.84% 0.35%

FTSE 6,832.83 4.31% 4.06%

CRB Index 216.61 -3.40% -5.81%

Dow Jones Utility 647.78 1.10% 4.81%

TIPS Index 114.32 0.46% 2.06%

VIX Index 16.66 -20.48% -13.23%

OIL 48.79 -2.75% -14.90%

Gold 1,294.08 1.06% 9.48%

Euro 1.12 -3.14% -7.44%

Yen 117.77 0.22% -1.68%

Sterling 1.50 -1.06% -3.81%

High Yield 6.43% -1.08% -5.44%

Investment Grade 3.36% -1.18% -9.19%

2 Year Gov't 0.49% 2.08% -25.76%

5 Year Gov't 1.31% 0.77% -20.61%

10 Year Gov't 1.80% -2.17% -17.05%

30 year Gov't 2.37% -3.27% -18.84%

2 Year Muni 0.47% 9.30% -14.55%

5 Year Muni 1.04% -1.89% -24.64%

10 Year Muni 1.89% 3.85% -10.00%

30 Year Muni 2.73% -0.36% -6.51%

3m LIBOR 0.26% 4.00% 0.00%

Fed Funds 0.03% -75.00% 0.00%

Prime 3.25% 0.00% 0.00%

Money Market 0.38% 0.00% -2.56%

12m CD 0.72% 5.88% 2.86%

30 Year Mortgage 3.84% 1.05% -3.76%

15 Year Mortgage 2.94% 1.73% -4.85%
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By almost all accounts the last large down turn in the economy 

(2007 -2009), commonly referred to today as the Great 
Recession, was caused by cheap and unlimited amounts of 

money for people who wanted to buy a house, and excessive 

borrowing by Wall Street.  We won't spend any time today 

looking at how Wall Street might have changed over the last 6 

years; instead this piece reviews the current condition of the US 

housing market. 

  

Flash back a moment to 2007 and recall the state of the housing 

market.  The amount of money available to help consumers buy 

a new home seemed limitless.  It was no problem if you didn’t 

have money for a down payment.  You didn’t even have to 

prove you had an income.  The era created the “no document 
loans” and the “no verification of income loan application”.  If 

you could sign a loan application it seemed you could get a 

loan.  In my former career I can even remember seeing 

securities that were backed by loans where the “loan to the 

value” of the houses was 125%.  Imagine a borrower with a 

home worth $100,000 and the lender providing a $125,000 

mortgage.  The insanity continued until yet another bubble was 

created, leading to the inevitable burst, and a massive crash in 

the real estate market.  

  

According to the US census bureau the median home price in 

America hit $262,600 in May, 2007 and crashed to $205,100 by 
May, 2009 – a drop of 22% in just two years.  With little equity 

in their homes, many borrowers were quickly under water and 

in trouble.  So how has the housing market recovery 

progressed?  The short answer is slowly and with much pain for 

many.  It was not until May, 2013 that the housing market 

regained 2007 price levels.  The pace of the recovery was slow 

even with the benefits of an incredible fall in mortgage interest 

rates.  In May of 2007 the 30-year mortgage rate, as posted by 

the large lender Freddie Mac, was 6.76%, meaning a $250,000 

loan on a home had a monthly payment of $1,623.  Today that 

same $250,000 can be financed at 3.86%, with a mortgage 

payment of $1,173, and a saving of $450.  
  

Those of our readers who reside in metro areas across the South 

have seen a massive increase in new apartments being built 

over the last 4 years.  With lenders requiring higher down 

payments in order to obtain a mortgage, many younger adults 

have been forced to rent longer.  These new apartment 

complexes have amenities that might surprise you.  Why would 

you own a home when you could live an apartment with access 

to a salt water pool, media room, and even an onsite barista?  

The demand for new housing continues to be very strong, and is 

reducing the inventory of homes despite the generally higher 

level of new home construction.  With 30-year mortgage rates 
under 4%, the job market improving, and consumer confidence 

reaching ever new highs,  

the US housing market appears to be in a very good state. 

  

Carl Gambrell  
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