THE BOOM, BUST AND RECOVERY

OF HOUSING MARKETS IN THE MOUNTAIN STATES

Before the 20072009 recession, residential housing construction and the housing market experienced strong

growth across the nation. The demand for housing increased home ownership rates and investment potential.
Then the housing bubble burst. Alison Felix, economist and Denver branch executive, and Sam Chapman,
assistant economist, recently studied the housing market's boom, bust and recovery in the Tenth Federal Reserve
District’s mountain states—Colorado, New Mexico and Wyoming.
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fion increased at an average annual rate of
more than 20 percent in both New Mexico
and Wyoming.
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THE BUST

Near yearend 2005, the value of residential construction reached its peak
and began to decline, with construction levels eventually falling more than 70
percent in the United States and the mountain stafes.

According fo the Federal Housing Finance
Agency House Price Index, average home pric-
es approximately doubled in the United States
and the mountain sfates between the first quar-
ter of 1994 and pre-recession peaks in 2007
Between 1994 and 2001, Colorado home
price appreciation outpaced New Mexico
and Wyoming. Following the 2001 recession,
however, home-price increases moderated in
Colorado, while home prices accelerated in
New Mexico and Wyoming.
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DECREASING PRICES

Home prices fell 20.1 percent across the nation on
average between the first quarter of 2007 and the
second quarter of 2011. The mountain states fared
better than the nation, with home—pﬂ'ce declines
of 8.4, 16.6 and 6.4 percent in Colorado, New
Mexico and Wyoming, respectively.
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For many households, the decline in home prices
led to a decline in household wealth, leaving many
homeowners “underwater’—owing more on their
mortgage than the new value of their home. This led
fo an increase in mortgage defaults.

RECOVERING FROM THE RECESSION

As of the second quarter 2014, Colorado and Wyoming's home
prices are above previous peak values by 14.8 and 1.3 percent,
respectively. Home prices in New Mexico, while slower fo recov-
er, have started to pick up, rising 5.5 percent from trough levels.
Prices, however, remain 12.2 percent below peak levels.

A DROP IN HOME OWNERSHIP

One reason for the strong increase in multifamily construction is
the decline in homeownership rates across the United States and
the mountain stafes since the housing market began fo cool.

As of the second quarter 2014, homeownership rates for the
United States, Colorado and New Mexico have confinued
to decline from prerecession levels. Wyoming, however, has
recently experienced an upfick in homeownership rates.

MULTIFAMILY OUTPACES SINGLE-
FAMILY CONSTRUCTION

Residential consiruction and  permitting  activity has
gradually increased, particularly in Colorado and the
nation. Residential permitting has been slower to pick
up in New Mexico and Wyoming. Across the three
stafes and nation, however, residential permitting activity
remains well below pre-recession levels, and single-family
construction has been slower to bounce back than

multifamily consfruction.

After a shorp rise in home inventories in the years
before the recession, inventories of singlefamily homes
for sale have fallen since 2008. As inventories decline,
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