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MARKET
CHECK

By Leigh Hornbeck

M

ore than eight years after the
Great Recession was officially
over, recovery in the housing
market continues.
It seems incredible, given overall economic
growth and quarter-over-quarter increases
in median sales prices. But an analysis of data
by the National Association of Home Builders presented Tuesday to the Capital Region
Builders & Remodelers Association shows
the local housing market is still catching up to
pre-recession levels.
Michael Neal, assistant vice president and
senior economist for NAHB, looked at several
different factors affecting the local and national markets. Nationwide, housing prices
are at 106 percent of what they were before the
recession. But prices in the Albany metropolitan statistical area, or MSA, which includes
Albany, Saratoga, Rensselaer, Schoharie and
Schenectady counties, are at 100 percent.
Construction of single-family homes has
been the slowest to catch up. During the
first three quarters of 2000, 2001, 2002 and
2003, an average of 1,398 single-family home
permits were issued in the MSA. During the
lowest point of the recession, 422 were issued,
30 percent of the pre-recession average.

In the third quarter of
this year, 914 single-family
permits were issued, 65
percent of the pre-recession
average. While it’s higher
than the national (63 percent) and state figure (51
percent) it’s still sobering so
neaL
many years after the recession officially ended.
Multifamily construction, however, is still
having a big moment. There were 998 permits
issued for multifamily projects in the Capital
Region in the third quarter – 211 percent of
the pre-recession average.

Nearly a decade after housing crisis ended, local market shows after-effects
Neal found between 2013 and 2017
there was an average of 21 renters — in
other words, 21 potential home buyers
— for every house on the market –
more than double the average between
2006 and 2008. The inventory of
houses for sale is low, Neal said – but
demand is at least somewhat soft.
Peter Belmonte, a longtime builder
in the Capital Region, said recent conditions may be close to the new normal.
Belmonte, who builds custom homes
that start in the high $300,000 range,
said his clients are upwardly mobile,
and financing isn’t the issue — but they
aren’t buying.
“There’s a lot of activity, people are
taking early steps,” Belmonte said. “But

they’re stuck. They are having a moment
of reluctance.”
Belmonte is waiting for the swing
away from the popularity of apartments
and back toward home-buying. It’s a
move Neal said is on the way, but it won’t
be dramatic. In the forecast portion of his
presentation, Neal said the economy is
likely to stay robust, and more millennials will buy houses. He did not, however,
factor in the impact of current Republican efforts to change federal tax laws
may have on the local housing market.
The NAHB, as well as the National
Association of Realtors, strongly object
to the tax package, because it caps the
mortgage interest deduction at $500,000

instead of $1 million, limits the deduction for state and local property taxes at
$10,000 and doubles the standard deduction, all of which the groups believe will
lower housing demand and, by extension,
house price growth.
Neal may not have taken tax reform into consideration, but it was on
builders’ minds at the meeting. “What
Congress is going to do does impact us;
it does cause us to hold our breath,” said
Frank Barbera of Barbera Homes.
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Single-family permits

Multifamily permits

Housing economist Michael Neal calculated the normal rate of permits (first
column) by taking the average of the first three quarters of 2000-2003. The
second column shows the lowest number of single-family home permits issued during the Recession as a percentage of the normal rate, and the third
column compares the number of single-family home permits for the first three
quarters of 2017 to the normal rate pre-Recession.
County
Permits
Recession Low%
Normal %

Neal calculated the normal rate of multifamily permits by finding the average
of permits issued in the first three quarters of 1995 through 2005 (first column). The second column shows the lowest number of multifamily home permits issued during the Recession as a percentage of the normal rate, and the
third column shows how the number of multifamily home permits issued in
the first three quarters of 2017 compares with the normal rate pre-Recession.
County
Permits
Recession Low %
Normal%
Albany

473

14

211

Rensselaer

62

0

63

Saratoga

157

36

277

Schenecatady

76

0

138

Albany

1,398

30

65

Rensselaer

137

7

66

Saratoga

745

30

71

Schenectady

129

23

47

Source: National Association of Home Builders.
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