Timing Home Purchases is for Losers
By Jim Stegman, 2007 President
Home Builders Association of Northern Kentucky

Owner, Stegman Construction, Newport, KY
Timing is everything. That’s also true with buying a home. Housing is a cyclical business, with economic ups and downs. And, what goes down will surely come back up.

Buyers who try to “time the market” who hope to buy at the lowest of lows typically lose out. Here’s why:

· Even the most astute economists have been unable to predict precisely when the peaks and valleys will occur. This is true in the stock market, as well as the housing market.
· At a typical appreciation rate of 5 percent annually, with a 10 percent down payment, a $200,000 home would increase in value by approximately $10,000 in the first year of ownership. That’s a whopping 50 percent return on investment.
· Trying to guess the best market time to make the purchase could result in months and even years of wasted time, while you’re missing out on the ongoing financial wealth building that owning a home provides.

Today’s market can yield some specifically good returns for first-time home buyers. The surplus of inventory in all price ranges and without the need to sell a current home, really gives these buyers additional negotiating leverage. By entering the market now first-time buyers can get a good deal and also start receiving the tax advantages and value appreciation.
Currently, mortgage interest rates are still at historical lows and there’s plenty of financing available for buyers in a variety of price ranges.

Still not convinced? Let’s look at it another way. If you put $10,000 into the stock market in 1996, the average S&P return would make that investment worth $21,500 today---an increase of $11,500. By comparison, the median priced home in 1996 was worth $140,000. Today, that same home would be worth approximately $240,000—a gain of $100,000.

In fact, the real investment is actually worth much more. During that period of time the homeowner paid down a portion of the mortgage and was able to offset other state and federal income tax obligations through deductions for interest and property taxes. By living in a home for two years or more there are additional tax advantages when you decide to sell. A couple can keep up to $500,000 of the profit--singles--$250,000-- on the home sale proceeds tax free. 
There’s even more tax savings available to home owners who use the equity in their homes to secure loans for repairs or renovations. Interest payments on home equity loans are deductible up to $100,000. On the other hand, consumer credit card interest is not deductible. 

Sitting on the fence and waiting—hoping---that prices will drop further could result in that home of your dreams being scooped up by somebody else who realized that the time to buy really is now! Even if you still have a home to sell, you can expect to make up any losses by the savings you will receive on the other end of the transaction.
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