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A Spring Rebound in Nebraska’s Housing Mar/eet

: by Jason Henderson, Omaha Branch Executive, and Maria Akers, Associate Economist

Nebraska’s housing market picked up steam during
. the first quarter of 2012. Home buyers emerged from the
shadows, boosting sales of existing homes in Omaha and
- Lincoln by more than 20 percent. Home building also ac-
celerated as Nebraska’s single-family housing permits issued
- in the first quarter surged past year-ago levels by almost
: 30 percent. Strong sales spurred modest price gains dur-
ing the quarter and reduced inventory levels to less than a
- 5-month supply, the lowest level since 2006. In addition,
: multi-family housing construction continued at a robust
pace in metro areas. With stronger residential real estate
activity, the construction sector added jobs for the first time
in more than three years. Emerging weakness in the na-
- tion’s housing sector, however, could spread to Nebraska
* this summer.

Strong global food demand continued to spur strong
- gains in Nebraska’s farm and manufacturing sectors. Rising
 foreign demand for meat products and low worldwide crop
supplies continued to underpin high agricultural commod-
ity prices, boosting farm income expectations and farmland
values. In fact, the value of Nebraska cropland has surged
- about 40 percent since last year. Shipments of processed
: food items helped elevate the total value of Nebraska's

manufactured exports above a record $1.4 billion for the

fourth straight quarter. Increased production activity fueled
additional overtime and hiring at Nebraska factories during
the first quarter.

Job gains across Nebraska were broad-based as private
sector firms continued to add staff and the government
sector recouped earlier job losses at the state level. Revised
data from the Bureau of Labor Statistics showed Nebraska’s
nonfarm employment rose 0.5 percent in the first quarter
compared to last year. With slow but steady hiring, Ne-
braska’s unemployment rate remained the second lowest
in the nation at 3.9 percent in April. Furthermore, private
sector wages rose an average of 0.7 percent in the first quar-
ter. Steady job and income growth spurred additional retail

sales, particularly in Nebraska’s rural communities.
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Chart 1: Months Supply of Existing
Homes for Sale
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Chart 2: Nebraska Residential Real Estate
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Chart 3: Value of Nebraska

Construction Contracts
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REeAL ESTATE

Nebraskas residential real estate activity strength-
ened in the first quarter with stronger sales and increased
building activity. Residential real estate agents reported a
5-month’s supply of existing homes for sale in the Omaha
and Lincoln markets in the first quarter (Chart 1). Brisk
home buyer traffic translated to higher sales and lower
home inventories. Stronger sales supported further gains in
Nebraska home prices, with the strongest gains in rural Ne-
braska (Chart 2). Real estate contacts noted the mid-priced
home market was especially active, appealing to buyers
looking for a move-up home as well as older homeowners
wanting to downsize.

With increased demand for housing, Nebraska build-
ers ramped up construction. During the first quarter, the
number of single-family housing permits issued in the state
jumped almost 30 percent above year-ago levels. In ad-
dition, strong demand for rental units kept multi-family
housing developers busy, especially in Nebraska’s metro-
politan areas.

In contrast, nonresidential construction activity in Ne-
braska slowed dramatically in the first quarter. The value
of new commercial, industrial, and public works projects
fell sharply, in contrast to residential construction contracts
(Chart 3). With an uptick in vacancy rates, plenty of exist-
ing office and retail space was available for lease in Omaha,
often at reduced rents. Still, ongoing developments such as
Lincoln’s arena-related projects continued to employ work-

ers in the commercial construction trades.
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Chart 4: U.S. Food Commodities Prices Received

AGRICULTURE AND MANUFACTURING
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demand for protein and low cow inventories underpinned
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Land brokers were reporting that record-high sales prices

enticed more landowners to place their farms on the auc-

Chart 6: Nebraska Manufactured Exports
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Chart 7: Nebraska Nonfarm
Employment Growth
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Chart 8: Nebraska Job Growth by Sector
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View and subscribe to the Nebraska Economist

online at
http://nebraskaeconomist.kcfed.org,.

For more Nebraska economic insights,

visit www.KansasCityFed.org/Omaha.
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EMPLOYMENT

Nebraska’s workforce grew at a modest pace in the
first quarter according to recent estimates from the Bureau
of Labor Statistics (BLS). Annual revisions from the BLS,
however, tempered previous reports of employment growth
(Chart 7). After the downward adjustments, Nebraska post-
ed slower but steady job gains during the past year. First-
quarter nonfarm employment rose 0.5 percent and private
sector wages grew 0.7 percent compared to 2011. Still, with
increased hiring, Nebraska’s unemployment rate dropped
below 4.0 percent in April. In addition, the number of initial
unemployment insurance claims in Nebraska fell almost 15
percent below year-ago levels during the first quarter.

Nebraska employment rose in both the public and
private sector since the first of the year. Goods-producing
firms hired at the fastest pace in the first quarter as facto-
ries added staff and the residential construction sector re-
bounded (Chart 8). Service sector companies posted steady
job gains for the second straight year, driven by hiring at
business and professional service firms and health care
companies. Government payrolls expanded for the first
time in more than a year mainly due to more jobs at the
state level. Solid hiring and modest wage gains supported

retail spending across the state.
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