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Greetings!

Schadenfreude. n. Pleasure derived from the misfortunes of
others. American Heritage® Dictionary.
I think tha t m a ny of us in the housing industry in P hila de lphia ha ve a
ca se of Scha de nfre ude .
The re 's a com m on re fra in I he a r from m a ny re a l e sta te profe ssiona ls in
the De la wa re Va lle y: "Tha nk goodne ss tha t P hilly's so m uch be tte r off
tha n Florida ." W hile othe rs m a y dra w the com pa rison with P hoe nix or La s
Ve ga s or the Inla nd Em pire , the m e ssa ge I he a r a ga in a nd a ga in is
tha t curre nt conditions he re m a y be difficult, but a t le a st we 're not going
to suffe r lik e those "othe r" m a rk e ts.
W hile south Florida m a y be in the m idst of a full-blown housing hurrica ne ,
P hila de lphia is no re fuge from the storm . Ma k e no m ista k e a bout it:
P hilly is in the m idst of the gre a te st housing corre ction in a t le a st a
ge ne ra tion. Now is no tim e for com pla ce ny in a ny pa rt of our industry.
R e ce ntly, m y colle a gue , R ich W ilson, a nd I ha ve done a n in-de pth
e x a m ina tion of the P hila de lphia re gion's housing m a rk e t since ye a r 2000
a nd wha t we 've found is tha t e ve n toda y, thre e ye a rs into the
downturn, our re gion's house price s still gre a tly e x ce e d the ir historic
re la tionships with house hold incom e s a nd re nts. W e 've include d som e of
our insights be low.
All's not doom a nd gloom , howe ve r. W hile the ove ra ll m a rk e t ha s be e n
slow to a djust, those hom e builde rs who ha ve significa ntly re duce d pricing
a nd offe r a diffe re ntia te d product a re se llling, som e e ve n se lling we ll. Le t
us k now if we m a y he lp your orga niza tion unde rsta nd the se m a rk e t
tre nds.

Sincerely,

Jason Duckworth
Vice President

House prices in the Philadelphia
region: are they affordable yet?
Overheard at a recent ULI conference: "This slump will be over when
people can afford to buy houses again." This simple, seemingly glib
statement may best summarize the housing market's prospects for
recovery.
So how affordable is housing in the Philadelphia market?
To answer this question, Rich Wilson and Jason Duckworth of Arcadia
recently examined house prices relative to household income and
rents over the last 20 years in the Philadelphia region.
House prices in the Philadelphia MSA increased more than 11.8% per
year from 2000 to 2007, while median household incomes only rose
3.6% per year, according to data from the C ensus Bureau. Whereas
the median house price was 2.6x the median household income in
2000, by 2007 it was more than 4.1x median household income.
Rent growth also substantially lagged house price growth in the same
period, increasing only 2.7% per year according to HUD (3-BR fair
market rent). C onsequently, house prices went from about 11x the
average 3-BR rent in 2000 to more than 18x in Q2 2008.

Will house prices revert to their historic relationships with household
incomes and rents? We think so. We do not see any reason to
believe that the fundamentals of housing economics were rewritten
during the run-up early this decade.

But don't expect any sudden corrections. For the overall region, the
history of the early '90s downturn suggests that any affordability
adjustment may be slow and driven more by rising household incomes
than by falling nominal house prices (i.e., a long slow bleed). New
home builders and their bankers should be able to move faster to find
market-clearing prices that will have more in common with year 2000
than with the giddy heights of 2005.
C lick here to see more of our analysis on housing affordability in the
Philadelphia area

Joe Duckworth to speak at ULI Forum on
Regional Housing Trends, Nov. 21
Joe Duckworth will join Tim O'Rourke of TD Bank
and Wayne Norris of Hanley-Wood on an Urban
Land Institute panel on "The Housing Downturn's
Effect on Residential Development in the
Delaware Valley."
Date: Friday, November 21, 2008
Time: 8:00 AM
Location: 800 Lancaster Ave, Villanova
Venue: Villanova School of Business, Bartley Hall
To register call 215-525-4977 or
click here for faxable registration form.
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