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The economy is cyclical, and so is homebuilding

http://fred.stlouisfed.org/graph/?g=eU0f


U. S. housing unit production over 60 years
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65 Years of California New Housing Permits
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New Housing Units California and Non-California
California is NOT keeping up with the U.S.



Percentage of new People vs. Housing in California
Remember this slide
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Merced County Comparison New and Used



Of all homes sold in Merced County, 
what year were those homes built?

Year Built - Median Age 31 years old, 1988

Pre 1940
40's & 50's
60's & 70's
80's & 90's
00's & 10's



City of Merced Comparison New and Used



City of Los Banos Comparison New and Used



City of Atwater Comparison New and Used



City of Livingston Comparison New and Used



A look at the bigger picture



BIGGER PICTURE

• New home prices are largely dependent on used home prices

• Supply and demand plays a role – we are not keeping up



BIGGER PICTURE

• New home prices are largely dependent on used home prices

• Supply and demand plays a role – we are not keeping up

• Incomes of potential homebuyers are barely increasing



U.S. Median Income Adjusted for Inflation over 50 Years!
That’s 31% or just a 0.62% increase per year.
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Transaction and Price Trend By Month
Current Selections



Date Range: 1/1/2010 - 12/31/2018
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Transaction and Price Trend By Month
Current Selections



Date Range: 1/1/2010 - 12/31/2018
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Transaction and Price Trend By Month
Current Selections



Date Range: 1/1/2010 - 12/31/2018
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Transaction and Price Trend By Month
Current Selections



Date Range: 1/1/2010 - 12/31/2018
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Transaction and Price Trend By Month
Current Selections



Date Range: 1/1/2005 - 12/31/2009
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Transaction and Price Trend By Month
Current Selections



Date Range: 1/1/2005 - 12/31/2009
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Transaction and Price Trend By Month
Current Selections



Date Range: 1/1/2005 - 12/31/2009
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Transaction and Price Trend By Month
Current Selections



Date Range: 1/1/2005 - 12/31/2009


















BIGGER PICTURE

• New home prices are largely dependent on used home prices

• Supply and demand plays a role – we are not keeping up

• Incomes of potential homebuyers are barely increasing

• Most of those with increasing income already own a home



U.S. Average Income by Quintile



BIGGER PICTURE

• New home prices are largely dependent on used home prices

• Supply and demand plays a role – we are not keeping up

• Incomes of potential homebuyers are barely increasing

• Most of those with increasing income already own a home

• New households are not forming – people have left the workforce



Work Force Participation Rate 
Compared to Household Formation Rate



BIGGER PICTURE
• New home prices are largely dependent on used home prices
• Supply and demand plays a role – we are not keeping up
• Incomes of potential homebuyers are barely increasing
• Most of those with increasing income already own a home
• New households are not forming – people have left the workforce

• The biggest threat in 2019 to homebuilding?



Remember

California 
is NOT 

keeping up 
with new home 

construction 
compared to 
population



Politicians:  Yes, we have a crisis, but…
• We still need to protect the environment and fight global 

warming
• We need to listen to what local voters want (NIMBY’s)
• We need to focus on more affordable housing (Rent Control) 

and Inclusionary Zoning
• We need to focus on infill and protect open spaces
• Homebuilders just charge to much for a NEW home

So the solution is…



Solution?







LONGER PICTURE
• New home prices are largely dependent on used home prices
• Supply and demand plays a role – we are not keeping up
• Incomes of potential homebuyers are barely increasing
• Most of those with increasing income already own a home
• New households are not forming – people have left the workforce
• The biggest threat in 2019 to homebuilding

• Long term threats to homebuilding?

• The debt burden of most Americans is growing and those with the ability 
to pay a mortgage is decreasing 



2003 to 2018



1940 to 2018

http://fred.stlouisfed.org/graph/?g=od8X




ZIRP and NIRP
As of June 2019

U.S. 10 Year Government Bond 2.08%
Netherlands 10 Year Government Bond
Japan 10 Year Government Bond
German 10 Year Government Bond
Switzerland 10 Year Government Bond



ZIRP and NIRP
As of June 2019

U.S. 10 Year Government Bond 2.08%
Netherlands 10 Year Government Bond -0.12%
Japan 10 Year Government Bond -0.14%
German 10 Year Government Bond -0.29%
Switzerland 10 Year Government Bond -0.49%



20% of all 
government 

bonds around 
the world 

yield negative 
interest rates



QUESTIONS?
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