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One Year After the Crash 
By Ken Fears, Manager  of Regional Economics 

 

A lot can change in one year.  In September of 2008, the Lehmen Brothers investment bank declared 

bankruptcy. The subsequent chain of events sent global credit markets into turmoil and  brought many 

local housing markets to a virtual standstill.  Nationally, seasonally adjusted home sales slipped 11.0% 

between September and November of 2008.  However, over  the 12 months ending in  November of 

2009, home sales rose 44.1% to reach 6.540 million  at a seasonally adjusted and annualized  rate.   Here 

in the market covered by the Greater Hudson  Valley MLS sales were 40.6% higher in December of 2009 

than 12 months earlier, a significant gain.  Much of this momentum is due to unprecedented 

government incentives through record low mortgage rates and tax credits.  But how will the market fair 

in 2010 when these incentives are eliminated? 

 

The first!time home buyer tax  credit was originally set to  expire in late November of 2008.  Any home 

sold  by November 30th
 was eligible for the credit.  However, it can take a month to  two  months to close 

a contract, so only homes that were under contract in October had a realistic chance of closing in time 

to use the credit.  Consequently, looking at the change in demand  from October to November of 2009 

can be informative.  Nationally, the number of homes under contract rose for nine consecutive months, 

peaking in  October and then falling 15.5% in November of 2009.  Likewise, sales fell 16.2% between  

November and  December, reflecting the slump in November contracts.  Locally, the number of homes 

sold  rose 5.3% between November and December of 2009.  It is unlikely that sale should  remain as 

strong as their November highs, but homes sales should remain  above 2009 levels because of the 

decline in layoffs and improved consumer confidence. 

 

 Less than  $1 

Million 

More than $1 

Million 

Sales Q4 2008   712    12 

Sales Q4 2009  1,005     8 

 

Another change has developed in  the market that could support stronger sales in 2010.  A large jump in 

jumbo  mortgage rates created a disproportionate increase in inventory at the higher price ranges in 

2007 and 2008, but sales at the upper  end have since picked up.  The strong incentives for first time 

buyers spurred buying at the lower end of the market, but the improvement at the upper price range 

was due to a different factor: better mortgage rates.  The spread between average 30!year fixed rate on 

a jumbo and FHA rates fell from 143 basis points in January of 2009 to  71 basis points in December of 

20091.  As a result, sales have rebounded and the months supply of homes for sale above $1,000,000 

has tightened (improved) from 63.8 in November of 2008 to 23.3 months in November of 2009.  Here in 

the market covered by the Greater Hudson Valley MLS, sales of homes over $1,000,000 fell by 33.3% 

from December 2008 to December2009, but will likely improve.   

 

The housing market in 2010 is virtually guaranteed to  be better than that of 2009.  Sales will improve at 

the upper end  of the market as banks’ view of non!agency backed loans as less risky spreads.  But rising 

mortgage rates across the board may create headwinds for sales growth as the economy recovers in late 

2010.  Regardless, the national market will likely achieve a higher  level of sales volume, well below the 

heady days of 2006, but at a steady, more stable level of sales.  
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Census, Bureau of Labor Statistics, Freddie Mac, and the Mortgage Bankers Association
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