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Metrostudy: New-Home Sector Still Contracting

(Tampa, FL – Oct. 30, 2008)

“It is hard to imagine a more difficult environment for the business of selling homes,” said Mike Inselmann, president of Metrostudy, a national housing tracking and consulting company. “Homebuilders and Realtors confront a consumer terrorized by the persistent unfolding of the financial crisis, squeezed by ever more restrictive credit policies, psychologically affected by reports of falling housing prices and foreclosures, and harassed by the negativity of the presidential election. Although conditions vary by metro area, the weight of all the bad news means that legitimate homebuyers across the nation have a difficult time actually moving forward with a home purchase. And, it is hard to blame them.
“Fortunately, fundamental demographics will eventually overcome these issues as new households are formed each year at a higher rate than new homes are being built. When the election is over, the credit markets return to some semblance of normalcy, and consumers return to the business of focusing on their daily lives, homebuilding will begin to recover. But that day is likely to be at least a year away.”
Florida continues to deal with significant job losses and reduced in-migration. According to the Bureau of Labor Statistics, during the 12 months ending in September 2008, the state lost 119,700 jobs and posted the poorest job performance in the nation. The construction sector lost 75,200 jobs. 

Despite job losses, Florida continues to add population. It is estimated the statewide population will grow by 180,000 in 2008. At its peak, in-migration exceeded 385,000 annually. Florida continues to attract retirees, spurring continued job growth in the health and education services sector. During the 12 months ending in September 2008, 26,000 new health and educational services jobs were added.

The Tampa Metropolitan Statistical Area (MSA) lost 22,700 jobs during the year ending in September 2008. Only Detroit, Los Angeles, Phoenix, Riverside (California) and Miami lost more jobs than the Tampa MSA during that time. Tampa’s annual job loss rate was 1.8 percent in September.

Statewide, the unemployment rate increased from 5.5 percent to 6.8 percent during the third quarter of 2008. Tampa’s unemployment rate increased to 7 percent, well above the national average of 6.1 percent. Statewide and in Tampa Bay, the unemployment rate exceeded what most economists consider full employment (5 to 5.5 percent). 
The Tampa housing market remains in decline, but should begin to improve in early 2009, said Tony Polito, director of Metrostudy’s Tampa Bay division. Tampa posted 1,155 single-family housing starts during the third quarter of 2008, a decrease of 30.8 percent compared to last year’s third-quarter rate of 1,668 units. The annual starts rate declined 41.9 percent to 5,180 units.  

Single-family quarterly closings during the third quarter of 2008 totaled 1,410 units, 48.2 percent lower than last year’s third-quarter rate of 2,724 units. The annual closings rate was 7,562 units, 47.8 percent lower than the annual closings rate of 14,481 units posted at the end of the third quarter of 2007. Metrostudy’s closings figures represent move-ins evidenced by actual signs of occupancy, said Polito, who noted that move-in statistics are a better measure of real user demand than others, including deed recordings and contract sales, both of which are artificially inflated by speculative purchases.

Single-family inventory, which is composed of units under construction, finished vacant units and model homes, totaled 5,778 units at the end of the third quarter of 2008, a 9.2-month supply. Overall housing inventory dropped 29.2 percent compared to September 2007, and under-construction inventory fell by 1,421 units to 2,277.  

On an annual basis, finished vacant inventory declined 24 percent, from 3,784 units last September to 2,874 units this year. Metrostudy uses finished vacant housing inventory as a fundamental indicator to monitor the health of the market. 
“Because builders are not starting speculative homes, the number of finished vacant housing units continued to decline during the third quarter,” Polito said. “This was the sixth consecutive quarter of declining finished vacant inventory in the Tampa Bay market. However, the pace of absorption was the slowest recorded during any of those six quarters.” 

A total of 102 units were absorbed in the third quarter compared to 407 units in the second quarter of 2008, primarily due to the availability of credit.

“However, the months of supply of finished vacant inventory, as measured by the annual closings rate, jumped to 4.6 months, the highest level of the last decade,” Polito said.

During the third quarter of 2008, 959 lots were delivered to the Tampa market, compared to 3,411 lots during the third quarter of 2007. Vacant developed lot inventory totaled 31,451 units, an increase of 2.2 percent compared to the 30,777 lots reported at the end of the third quarter of 2007. Based on the annual starts rate, the total inventory of vacant developed lots represents a 72.9-month supply, an increase of 31.5 months compared to last year. At least the number of developed lots dropped when compared to the first quarter of 2008, Polito said. Pulling back on new development is one of the steps required to get lot supply back into equilibrium, which is usually an 18- to 24-month supply. 

Sales of existing single-family homes increased during the third quarter, due in part to a 29 percent year-over-year increase in sales in September 2008. The level of existing single-family inventory continued to decline. The median price of an MLS single-family home was $234,900 in June 2006. In September 2008, it was $160,500, a 31.7 percent decline. The condo sector continues to struggle. In September 2008, sales of condos reported through MLS declined by 2 percent, when compared to September 2007.  The median condo price is now $139,100, down 12 percent from September 2007. 

The top 10 communities in Tampa, ranked by annual new home starts, are:

K-Bar Ranch (Hillsborough)

153

South Fork (Hillsborough)


143

Cypress Creek (Hillsborough)

138

FishHawk Ranch (Hillsborough)

132

Trillium (Hernando)   


113

Ayersworth Glen (Hillsborough)

112

Oak Creek (Hillsborough)


106

Concord Station (Pasco)


100

Summerfield Crossing (Hillsborough)
  95

Panther Trace (Hillsborough)

  94

“From the peak (in the first quarter of 2006), housing starts have declined 77.1 percent and closings have declined 62.9 percent, and continued contraction is expected through the end of the year,” Polito said. “We may not see any positive growth in year-over-year housing starts until mid-2009.” 

About Metrostudy

Metrostudy is the leading provider of primary and secondary market information to the housing industry and related industries nationwide.  In addition to providing information, the company is recognized for its consulting expertise on development, marketing and economic issues, and is a key source of research studies evaluating the marketability of residential and commercial real estate projects.  Services are offered through an extensive network of offices strategically located in major metropolitan areas throughout the U.S.  

