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Phoenix-Mesa Area Among Most
Affordable in Nation

By Dan Pinson, Designated Broker

In the wake of the housing crash, it’s now more affordable to be a
homeowner in 72% of major U.S. cities. And the Phoenix-Mesa
area is among the most affordable in the nation. Only 8% of
America’s largest cities are markets where renting is more
affordable than buying a home. And 20% of large American cities
fall in a grey area where buying may actually be more financially
sound even though it is less expensive to rent.

Top 10 Cities to Buy vs. Rent

Rank City State Price/Rent Ratio
1. Miami FL 6
2. Las Vegas NV 6
3. Arlington TX 7
4, Mesa AZ 8
5. Phoenix AZ 8
6. Jacksonville FL 8
7. Sacramento CA 10
8. San Antonio X 11
9. Fresno CA 11
10. El Paso TX 11
Top 10 Cities to Rent vs. Buy

Rank City State Price/Rent Ratio
1. New York NY 31
2. Seattle WA 24
3. Kansas City MO 21
4. San Francisco CA 21
5. Memphis TN 20
6. Los Angeles CA 20
7. Fort Worth X 19
8. Oakland CA 18
9. Portland OR 18
10. Albuquerque NM 18

Statistics courtesy of Trulia.com

"Leaders aren't born, they are made."
Vince Lombardi




Key to Ratios:

e Price-to-Rent Ratio of 1-15: Owning a home is much less
expensive than renting in this city.

e Price-to-Rent Ratio of 16-20: The total costs of
homeownership in this city are greater than the costs of
renting, but it might still make financial sense to buy
depending on the situation.

e Price-to-Rent Ratio of 21+: Renting in this city is much less
expensive than owning a home.

Methodology

Trulia calculated the price-to-rent ratio for the 50 largest U.S.
cities using the median list price compared with the median rent
on two-bedroom apartments, condominiums and townhomes.
These rankings might change for single-family homes, but I felt it
was a good indication of where the rent vs. buy argument stands.

Sample Price-to-Rent Ratio Calculation

¢ Median List Price: $140,201.37

e Median Rent: $1,871.65

e Price-to-rent ratio: $140,201.37 +~ ($1,871.65x 12) =6
Definitions

The total costs of homeownership include mortgage principal and
interest, property taxes, hazard insurance, closing costs at time of
purchase, and ongoing HOA dues and private mortgage
insurance, where applicable. It also includes an offset for the tax
advantages of homeownership, including mortgage interest,
property tax and closing cost deductions. The total costs of
renting include rent and renter's insurance.

Unexpected Costs

There are a number of unexpected costs for both homeowners and
renters. The top costs are:

e Owning: Yard Care, Garbage Collection, Pest Control,
Security.
 Renting: Laundry, Parking, Moving, Frivolous Spending.
More Information
* For an infographic of the above findings, click here.
e For a full list of Rent vs. Buy Index rankings click here.
e For an interactive map of the Rent vs. Buy Index, click here.

e For a list of consumer-oriented tips on the top 5 hidden
costs of renting and buying a home, click here.

What does this mean? It means it’s affordable to buy in our area
right now. Waiting for lower prices will probably be offset by
already higher lending costs. C’mon...Jump in.




Loss of Fannie and Freddie, plus FHA
Reforms will Raise Cost of Financing

Is the demise of Fannie and Freddie imminent? Will FHA
become more or less relevant? As the government looks to rid
itself of Fannie and Freddie and reduce FHA’s role in the nation’s
mortgage lending, loan costs are sure to rise.

The government created Fannie Mae and Freddie Mac about 70
years ago to help Americans secure long-term, fixed-rate
mortgages, by purchasing them from lenders and securitizing
them, all with the unofficial guarantee of the federal government.
Fannie and Freddie combined now guarantee about 90% of all
home loans in the US.

The Federal Housing Authority (FHA) would survive under the
government’s plan, but its role will be greatly reduced. FHA has
become the subprime substitute and the dominant mortgage
player over the last few years. But plans call for FHA fees and
down payments to rise, effectively reducing the pool of qualified
mortgage applicants. I’'m no mortgage guy, but it certainly looks
like FHA will become less relevant.

What is the effect of all this? As the shift from government-
backed loans to the private sector takes place, it will surely result
in rising loan costs and reduced access, not a good sign in an
already struggling economy.

MARS Changes Affect Homeowners

A new rule for the “Mortgage Assistance Relief Service”
(MARS) program issued by the Federal Trade Commission is
intended to protect homeowners. The MARS rule bans providers
of mortgage foreclosure rescue and loan modification services
from collecting fees until homeowners have a written offer from
their lender or servicer that they decide is acceptable. For more
information, go to http://www.ftc.gov/opa/2010/11/mars.shtm.

Update on Brendan’s New Home

I’ve written a couple times about a Great American, Brendan
Marrocco. Brendan is the only U.S. soldier to have survived the
loss of all four limbs. Please help this Great American by going to
his website, reading his incredible story, and making a donation
to help build Brendan’s home, which is nearing completion. A
link on our website (www.InternationalRealtyPartners.com) will
take you to Brendan’s site. Brendan literally gave his all for all of
us. Thank you Brendan.

"Lead me, follow me, or get out of my way."
General George Patton




Metro Phoenix Market Data

(from ARMLS as of 2/1/2011):
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"A man who wants to lead the orchestra
must turn his back on the crowd."
Max Lucado
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“That some should be rich shows that others may
become rich, and hence is just encouragement to
industry and enterprise.”

Abraham Lincoln




