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What is a ‘normal’ market? The 5 Percent Rule may be the answer
Is the housing market back to normal? Research by REALTrends, the leading source
of information for the real estate brokerage industry, gives us some insight as to what
“normal” means.
After examining sales and demographic data back to 1980, REALTrends found a
strong correlation between the number of annual housing sales and the total number
of households. “When we simply divide the number of transactions nationwide by the
number of households, we find that the long term trend is 5 percent,” said REALTrends
Editor Steve Murray, who has dubbed this finding “The 5 Percent Rule.” After testing
this rule on a more local level in 12 metropolitan areas they found that—with small
deviations—these areas also averaged a 5 percent ratio since 1980.
Through its research, The Group learned that Larimer’s average ratio since 1997 is
5.3 percent and Greeley’s average over the same time period is 4.7 percent. The data
highlights the potential of the local market, because the current ratios—3.8 percent in
Larimer County and 3.4 percent in Greeley—are far below that historical standard.
“The numbers tell me there’s significant room for growth in Northern Colorado before
the market approaches equilibrium,” said Eric Thompson, President of The Group.
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Contact me to learn more about how the “5% rule” applies to our market.

Report: NoCo cities among improving housing markets
Bouyed by continued growth in local home construction, both Fort Collins and Greeley landed on
the National Association of Home Builders latest Improving Markets Index for February. Improving
market status is given to those communities that have experienced at least six consecutive months of
improvement in new home permits, employment, and housing prices.
According to the report, Fort Collins has registered an 8.7 percent spurt in new home permits since the
local market bottomed out in March of 2009. Average prices are up 10 percent since the low point in
December 2010, and job growth is up 8.3 percent since the employment trough in September 2009. For
Greeley, home permits are up 3.9 percent since its trough occurred in January of 2009, average prices
are up 13.1 percent since a low point of February 2011, and jobs are up 5.7 percent from the low water
mark in December 2009.
Other Colorado cities to make the NAHB index include Boulder, Denver and Grand Junction. The
report also reflects good news for housing nationwide. Out of 361 metro areas evaluated by the NAHB,
259 qualify as improving markets. That compares to a low point of just 12 in September of 2011.

Milken rankings reflect region’s economic upswing
Northern Colorado’s recent surge in job growth is holding the
attention of the Milken Institute. In its annual report on local
economic vitality, Fort Collins-Loveland and Greeley each found
a spot in the top 50 cities in the United States. Based largely
on employment trends between 2006 and 2011, the 2012 BestPerforming Cities report ranked Fort Collins-Loveland No. 12 out
of the nation’s 200 largest metros. Greeley registered at No. 42.

MILKEN INSTITUTE’S 2012 BESTPERFORMING LARGE CITIES COLORADO METRO AREAS
Metro
Fort Collins-Loveland
Boulder
Denver-Aurora-Broomfield
Greeley
Colorado Springs

Ranking
12
15
30
42
57

Among the key statistical categories that influenced the high
rankings, Fort Collins-Loveland registered at No. 5 in high-tech
GDP growth from 2010 to 2011, and No. 23 for overall job growth from 2006-2011; Greeley ranked
No. 5 for job growth percentage from 2010 to 2011, and No. 25 for overall job growth from 2006-2011.

Economic forecasters call for increased hiring in Colorado this year
Two different Colorado-based economists are predicting modest job growth across the state this year.
Tom Binnings, senior partner at Summit Economics in Colorado Springs, is projecting 35,000 new
jobs in the state in 2013. At the same time, Richard Wobbekind, executive director for the University of
Colorado Leeds School of Business Research Center, is projecting 42,100 new jobs in the state.
Binnings expects the construction industry to help drive employment growth, as demand grows for new
home construction in Colorado. Wobbekind anticipates that education and health services will be the
most active sectors for hiring this year.

Demand for rental housing driving multifamily market nationwide, locally
Even as the nation’s housing market regains its footing, signs also point to continuing demand for
rental units across the country and in Colorado. And that means further increases in the rates that
landlords can realize from their investments.
According to a recent Wall Street Journal story, a slowdown in construction for multifamily housing in
2009 and 2010 has left many markets in the country with a lack of available rental units. Consequently,
rental rates have been rising consistently since then. Developers have started to invest in new units,
prompting fears of overbuilding. However, Reis Inc., a real estate research service, told the WSJ that
it will take some time before development catches up with demand. Reis estimates the rental housing
market should continue to absorb higher rents through 2016.
Locally, the Colorado Division of Housing’s latest survey shows rental vacancies are slim – just 2.1
percent in Fort Collins-Loveland and 3.1 percent in Greeley in the fall of 2012. Average monthly
lease rates in Fort Collins-Loveland jumped 7.3 percent from the fall of 2011 to the fall of 2012, while
Greeley rates climbed 1.6 percent in that period.

2012 home sales surpassed $1.5 billion in Northern Colorado
As home prices and housing demand rise in tandem in Northern Colorado, total dollar volume for
housing sales across the region passed a significant milestone in 2012. In all, area home sales exceeded
$1.5 billion last year – up 36 percent over 2011, according to figures gathered by Information and Real
Estate Services Inc.
Among local markets, Loveland-Berthoud totaled about $365 million in sales, up 32 percent in dollar
volume; Fort Collins reported $768 million in sales, up 25.2 percent, and Greeley-Evans posted $211
million, up 12.7 percent.

Real estate by the numbers
•

5.9 percent – Unemployment in the Fort Collins-Loveland area at the end of 2012, well below
the statewide rate of 7.5 percent. Fort Collins gained about 2,100 jobs from 2011 to 2012, while
Loveland gained about 1,000 jobs.

•

174,000 - The square footage for the proposed new Woodward Inc. headquarters facility, tentatively
planned on the site of the Link-N-Green golf course in northeast Fort Collins.

•

66 – Acreage acquired by University of Colorado Health for a future medical campus in
Broomfield. The site is located near the interchange of Interstate 25 and Colorado Highway 7.

•

$6.7 million – The cost for 343 apartment units purchased by the Fort Collins Housing Authority.
The deal included units in both Loveland and Fort Collins.

•

$2 million – The price paid by investors to acquire an 8,100-square-foot commercial building at
the northeast corner of College Avenue and Olive Street in downtown Fort Collins. Tenants include
sushi restaurant JeJu.

•

$4 billion – The approximate value of mergers and acquisitions tied to oil-and-gas companies
operating in the Niobrara shale formation in Northern Colorado.
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A quarterly snapshot of Northern Colorado’s economic activity

Likely Direction
in Next 6 Months
Mortgage Rates
Jan ’13 3.5%

Jan ’12

Existing Single-Family Home Sales
Fort Collins Area
4Q 2012
606
4Q 2011
507
4Q 2010
382

4.0%

Jan ’11

Forecast
Record-low rates
are expected to continue

4.75%

Greeley Area
600
469
283

Loveland Area
461
289
258

Windsor Area
205
132
109

Home sales traditionally
increase in the 2nd quarter

Single-Family Homes Listed During Quarter
Fort Collins Area
Greeley Area
2Q 2012
574
578
4Q 2011
489
495
4Q 2010
529
573

Loveland Area
404
325
399

Windsor Area
160
160
160

As prices increase
more properties will
come on the market

Average Existing Single-Family Sales Price
Fort Collins Area
Greeley Area
4Q 2012
$282,981
$194,488
4Q 2011
$275,852
$160,522
4Q 2010
$270,460
$162,454

Loveland Area
$262,435
$255,902
$252,204

Windsor Area
$322,581
$292,164
$298,866

Low inventory combined
with increased demand
will push prices up

Apartment Vacancy Rates*
4Q 2012
4Q 2011
4Q 2010

*Source: Colorado Division of Housing

Fort Collins Area
2.0%
3.0%
4.1%

Greeley/Weld Area
3.0%
6.4%
5.1%

Commercial Vacancy Rates

Industrial
Retail
Office

December ’12
Fort Collins
Greeley
Area
Area
4%
18%
6%
9%
7%
7%

Sources: Sperry Van Ness/The Group Commercial, IRES,
Colorado Department of Local Affairs

Loveland
Area
14%
4%
17%

Fort Collins
Area
5%
7%
9%

Loveland Area
2.0%
5.3%
3.6%

December ’11
Greeley
Area
7%
1%
8%

Loveland
Area
16%
5%
11%

Vacancy rates
should remain low

Vacancy rates will
continue to improve

