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Premier Sundial .
The no-wax version of the Armstrong floor

thats helped cut callbacks to the bone.

Chances are, you already know about
Armstrong Tredway®. The floor with the
unique built-in elasticity. It's easy to
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Conventional flooring
can ridge or split.
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to seasonal subfloor movement.
install over particleboard or concrete,
expands and contracts with subfloor
movement, and hides most subfloor
irregularities.

Premier Sundial is almost the same
thing. But even better! It gives you all
the features of Tredway plus our
exclusive no-wax Mirabond® wear
surface that allows the floor to shine
without waxing far longer than ordinary
vinyl floors. And Premier Sundial has an
extra-thick cushioned backing which
provides more underfoot comfort.

Premier Sundial is a no-wax trade-up
version of Tredway, the floor that’s
practically eliminated complaints and
callbacks for builders everywhere. And
helps them save time and effort, too.
Like Tredway, Premier Sundial installs
faster than any other of our permanent
floors. In case of accidental damage, it

repairs a lot easier, too. You'll find it
almost impossible to tell where the
patch leaves off and the floor begins.

In short, Premier Sundial is a shining
example of what a little creativity can do
for the building world. In a range of
patterns and colors for almost all the
active areas of your homes. To learn
more, call your Armstrong Flooring
Contractor, or write Armstrong, Dept.
8CFHH, Lancaster, Pa. 17604.

®
FROM THE n INDOOR WORLD® OF

mstrong
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1%2 stars are gathering over :
Las Vegas for one of the most exciting new
product introductions in 41 years...
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Announces one of the most
-exciting new product introductions
-in our 4d-year history!

This is the year This is the year Thisis the year

for new products! Energy-saving for electronic marvels, technolo- it's NuTone 1979 . . . and you'’ll

products. Products that will gical advancements and major see all the NuTone stars when”
make your homes more attrac- improvements in existing NuTone you gather for the 1979 NAHB
tive, more convenient and more product lines! Show in Las Vegas!

secure than ever before!

Tomorrow’s products are here today

Nulone
Scovill
Dept. HH-12 Madison and Red Bank Roads

Cincinnati, Ohio 45227
Form 4610, Printed in U.S.A.
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Andersen® Perma-Shield® windows and
gliding doors were never meant to stay at home.

For they have a beautiful, easy to look at,
easy to install manner about them that suits
almost any building design. And a fuel savings,
low maintenance and lasting beauty that suits
building owners as well.

All weather-exposed surfaces of these

4 housing 12/78

Perma-Shield windows and gliding doors, except
the sash of the double-hung unit, have the last
ing beauty of a low maintenance vinyl sheath
over a wood core. And a snug-fitting design two
times more weathertight than industry air
infiltration standards.

It’s this outstanding weathertightness that
makes the use of double-pane insulating glass or



them san openmg

optional triple glazing so practical. about using Perma-Shield windows and gliding
Whatever size and style of window or gliding doors wherever there’s an opening. Andersen
door you need, they’re all easy to install. In Corporation, Box 12, Bayport, MN 55003.

almost any type of construction. . ™
And most are locally available from stock. The beautiful way to save fuel

So not only do you get the right window for the A ‘ x ]
job. You get it right on schedule. nder sen 1nd0walls
Talk to your Andersen distributor or dealer s il ibing: o smms o sTring UasemsartFinise!
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“THE ALL GENERAL ELECTRIC KITCHENS
MADE IT EASIERTO BUILD AND SELL
lAKERIDGE TOWNHOUSE @ HARTFORD, CONNECTICUT

“George Giguere, who designed and built Lakeridge Townhouses, can testify
to the many benefits of using General Electric as the single source of kitchen and
laundry appliances. GE can help all the way from making blueprints to selling
customers. e | :

“Io begin with, General Electric can provide design *"’E ]
service to help make kitchen and laundry areas more func-
tional and attractive. Our distribution system is designed to
speed up delivery schedules when the building or remodel-
ing pace requires it.

“When customers go into a kitchen or laundry with all GE appllances they
see a name they know and trust for quality. All appliances are uniform and
color-coordinated. In fact, The New Naturals™ Almond color impressed George
Giguere as the latest example of General Electric’s forward thinking.

“Should service ever be needed, General Electric Customer Care® service 1s
available to every one of your customers for every GE major appliance. Builders
and remodelers never have to get involved with providing appliance service.”

Take advantage of over 30 years of consistent service to builders. Call your
local General Electric Contract Sales Representative.

THE APPLIANCES AMERICA COMES HOME TO.

GENERAL 3 ELECTRIC

6 housing 12/78 Circle 6 on reader service card
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Let’s hurry up
and
slow down

Some housing leaders are less than enthusiastic about President
Carter’s steps to control inflation and rescue the dollar. Their
reactions have a familier ring: Once again, they imply, housing will
be sacrificed to bring the national economy back in line.

Not so long ago they had a case. Now they don’t.

Today’s choice is not between housing’s health and the health of
the national economy. It is between recession and runaway
inflation.

Carter has, in effect, opted for recession, which means a dip in
housing starts but nothing approaching the 1973-75 disaster;
mortgage markets are better insulated and builders’ unsold
inventories are much lower. The alternative, runaway inflation, can
lead only to an ultimate depression, which of course would include
the housing industry in its wreckage.

All this is ironic because, in some ways, housing seems to thrive
on inflation—even to fuel it. There’s little doubt, for example, that
inflation helps rather than hinders housing sales.

Consumers expect no end to rising prices. So, unfazed by soaring
interest rates, they buy houses as hedges against inflation. And the
more they buy, the higher the prices of the houses and everything
that goes into them —in short, the faster the pace of inflation.

If only for its own sake, housing could do well with a breather. It
is overheated. It is strapped for materials and productive capacity.
Its prices are nearly out of control. And it is swimming in money as
the result of a credit explosion that, in three years, has seen
mortgage debt soar 54% to $750 billion.

The credit influx is so great, in fact, that it has overflowed the
housing sector. Much of the new mortgage credit is being
monetized —turned into money — by the borrowers and never even
used for housing. It goes instead to cars, yachts, vacations and
other discretionary items.

So it’s time to ease up. A slowdown isn’t all bad. As economist

Harry Schwartz puts it: “A slow but steady year is the best thing
that could happen to housing.”
— JOHN F. GOLDSMITH

tary; Ralph J. Webb, treasurer.

This issue of Housing (formerly House
and Home) is published in national and
separate editions.

T
=
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Your customers will pay you more
for the house on the right.

Owens-Corning can help you build the homes
buyers want: homes that are energy-efficient.

The house on the right has more Owens-Corning
Fiberglas®* insulation, as well as a full complement
of energy-saving features (see the con-
struction checklist at far right).

It's @ home that buyers will pay more
for—because it will save them a bundle
on fuel bills.

And, surprisingly, it may cost no
more to build than the conventional
home on the left. Savings on framing
lumber and on heating and cooling equip-
ment may actually add up to more than the extra
construction costs.

The house your customers will buy.

Buyers are out looking for homes with reduced
fuel costs. A recent survey found 93 percent of new

home buyers ready to spend $600 more on their
home, to save just $100 yearly on fuel bills.
And there's no doubt that energy-efficient
homes can save them money.
That's why Owens-Corning has developed
guidelines for
~ insulation for new
» homes in different
parts of the country.
We've considered
climate, energy costs
(based on electrical-
~ resistance heating and
cooling), and a variety of
other factors. (To find out
how much insulation is
recommended for where you build, check R-
values—ceilings/walls/floors—on map above.)
We've developed new products—like




Fiberglas batts with higher R-values
(R-30, R-38)—that make it easier for
you to meet these recommendations.
And we've been urging consumers
to make sure that the insulation they
use has the NAHB Research Founda-
tion, Inc., label for assured thermal per-
formance.
The people preparing to buy new
homes are concerned about conserving
energy. So you can sell a house for more—if you
build it like the house on the right.
To find out more about building energy-
conserving homes, and how much insulation
is right for where you build, contact Y.H. Meeks,
Owens-Corning Fiberglas Corp., Fiberglas
Tower, Toledo, Ohio 43659.

OWENS/CORNING

FIBERGLAS

TRasEmanE ()

The energy-efficient home:




ACORN

ENERGY-SAVING
SOLUTIONS

Examples? Acore" steel entrance-
ways and sidelights. They all

feature the unique Acorn A-Therm

Thermal Barrier” system, polyure-
thane insulation, magnetic
weather-stripping and energy
efficient engineering all around.

It’s all built right into every Acorn
door, sidelight and frame to cut
heat loss, air infiltration, conden-
sation and even noise.
Insulation like that
means year round
savings on energy costs.
And that’s not the
whole story.

You can use any lock on
an Acorn door. Galva-
nized steel makes for

-
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'
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insulation and fire
protection, as well as
corrosion protection.
Acorn offers you
thermalized aluminum
thresholds too—for the
warmth of wood with
twice the strength and

L

maximum security, more

durability. It all adds up to a quality
product, expertly engineered.
That’s why Acorn can give you a
limited five year warranty against
delamination and warpage. To top
it off, each Acorn door comes in a
wide, beautiful array of designs
and selections to suit your taste.

And forget about shipping and
handling foul-ups. Acorn has a
broad network of over 300
outlets in 44 states for
fast, on-time, delivery.
That means you won't
have to worry about
costly building delays.
Sound pretty good?
For more information

x write Acorn at 12620
Ay - Westwood, Detroit,
: v Michigan 48223.

Whatever your style,
Contemporary, Colonial,
Mediterranean or Provincial,
I there’s an Acore insulated
steel door for any home.
(Doors come in 2'-6,' 2'-8;
3'-0" and 3'-6" widths)

 {n
{

/
/
. L{l"

)
ENGINEERING FOR

TOMORROW'S ENERGY COSTS
IN TODAY’S BUILDINGS.

A

ACORN BUILDING COMPONENTS, INC.
Stop by and see Acore" steel entrance systems and sidelights first hand at the NAHB convention in Las Vegas at Booth #1976.
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THE ELECTION

Proposition 13 fever spreads nationwide
Brooke, Brown lose; Tower and Green win

On Election Day ‘78, voters over-
whelmingly endorsed Proposition 13-
type property tax measures in eight of
nine states while adding a pair of
names well-known to builders to the
ranks of unemployed politicos.

By wide margins in most cases the
property tax referenda were approved
in Alabama, Arizona, Idaho, Michi-
gan, Missouri, Nevada, Texas and
Washington State. Liberal Oregon
was alone in declining to climb aboard
the anti-tax bandwagon.

Brooke’s defeat. In Senate races,
veteran liberal Republican Edward W.
Brooke of Massachusettes was de-
feated by Democratic Congressman
Paul Tsongas. Texas Republican John
Tower won by a nose.

Brooke—an influential member of
the Senate Banking, Housing and
Urban Affairs committee—saw his
reelection effort hamstrung from the
start by accusations of financial
wrongdoing in his recent divorce
settlement.

Brooke, the Senate’s only black,
wrote the 1969 Brooke Amendment
stating that low-income families in
federally subsidized housing need not
pay over 25% of their incomes for rent.
The amendment, which Brooke fought
to retain in the ensuing years, became
one of the cornerstones of HUD’s
Section 8 program. He also cospon-
sored the 1974 Brooke-Cranston Act,
which sought to stimulate housing
construction via the Government Na-
tional Mortgage Association’s lend-
ing.

In Texas, the conservative Tower
nosed out Democrat Robert Krueger
by less than 25,000 votes. Tower is also
a member of the banking committee.

Brown’s ouster. In a key House race,
Garry Brown (R., Mich.)—a powerful
policy molder on the House housing
and community development subcom-
mittee since '74 —was upset by Demo-
crat Howard Walpy.

Brown was reportedly hindered by
HUD's failure to announce that its
Grand Rapids multifamily processing
office would remain open in the wake
of the agency’s reorganization moves.
Housing Secretary Patricia Harris was
reported to be miffed at Brown’s

IN

Green . .-
Reelected in N.Y.

. . and Tower
Wins by a nose

repeated efforts to thwart her plans to
funnel more funds into her pet inner-
city programs.

Green and Martin. S. William Green
(R., N.Y.) won reelection to House by
outpolling liberal Democrat Carter
Burden in Manhattan’s Silk Stocking
District. Green, a HUD regional admin-
istrator in New York during the Nixon
years, first won the seat last spring by
defeating former Congresswoman Bel-
la Abzug in a special election to fill the
spot vacated by current New York
mayor Edward I. Koch [HOUSING,
April].

In Louisville, Ky., the former NAHB
president, George C. Martin, Demo-
crat, lost out to incumbent Congress-
man Gene Snyder, a three-term
Republican.

Tax revolt grows. As Proposition-13
fever spread, Alabamans approved a
referendum prohibiting property taxes
from exceeding a variable percentage
of a property’s fair market value.

Arizona voters approved a constitu-
tional amendment limiting state
spending to 7% of personal income.
Local governments are expected to
imitate the state measure, thus reduc-
ing both state and local property
taxes.

Idaho voters approved a constitu-
tional amendment lowering property
taxes to 1% of assessed value in ’78.

And in Michigan, a measure cutting
the current property assessment from
50% to 25% of market value approval.
The constitutional amendment limits
annual assessment increases to 2.5%.

Missourians gave the nod to a
constitutional amendment giving the

Brooke . . .
Beaten by Tsongas

-

. . and Brown
Upset in Michigan

state’s legislature authority to roll
back the rate of all property taxes.

Nevadans voted to roll back proper-
ty tax assessments to 1975 levels with
the tax limited to 1%. A two-thirds
majority in both houses would be
required to raise taxes or levy new
ones. But the amendment will have to
be reapproved in two years before
going into effect.

Texans endorsed a constitutional
amendment limiting the growth in
state spending to the growth in the
state’s economy. The amendment bars
property tax increases unless the
appropriate governing body gives no-
tice and holds a public hearing.

Washington State exempted retirees
over 62 years old from a portion of the
property tax.

Suburban revolt. On the local level,
voters also acted to ease the property
tax burden. Long Island’s Suffolk
County voters approved a proposal
giving them the power to place a tax-
cut proposition on the ballot. The
proposition will reportedly appear next
year.

Maryland’s Montgomery and Prince
George’s counties passed initiatives
designed to slice county taxes —includ-
ing property taxes.

A gamble fails. Miami Beach way,
where hotel owners wanted to turn
fading Collins Avenue into Atlantic
City South, a statewide referendum
that would have permitted casino
gambling on the Beach went down to a
2-1 defeat.

The hotel owners simply said they
would try again in two years.

—TOM ALLEN

housing 12/78 1 1
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THESE SPACE-SAVERS FRO
MOEN CONCENTRATE
ON QUALITY SALES APPEAL

Because today’s trend is to upscale quality and downscale size,
Moen brings you two classics: the Chateau faucet and the Camelot™
Stainless Steel sinks. Both are designed to help you fit traditional Moen quality into
compact space. And provide more sales appeal at competitive prices.

: This is the Chateau,
/ a beautiful blend of style and economy.
/ It’s lean, crisp and contemporary with the right
touch of functional design elegance that enhances
any kitchen decor. The hose and spray fit into the
mirror-polished stainless steel escutcheon to conserve
space on any 3-hole sink. A choice of models lets you
have it with separate hose and spray for 4-hole sinks.
Both models have the famous Moen cartridge for
unmatched reliability plus the Moen
. Flow-Rator™ for water/energy savings.

1 2 housing 12/78




Here’s a super-salesman that can save construction
dollars: the Chateau/Bar Sink Combination.
Nothing has more contemporary sales appeal than
this hospitality center. If you’re thinking of replac-
ing the powder room, here’s an idea that replaces
it at a lot less cost, less space and still appeals to
both husband and wife.

Camelot! Gleaming elegance plus bigger bowls, model-for-model, than you
can get in any other sink. This line of Moen Stainless Steel Sinks

can save you up to 168 square inches of counter space because it
eliminates ledges. Saves installation time, too, with self-rimming feature,
exclusive Jiffy Clamp and built-in Sealtite strainer. Exclusive feature:
Chateau faucets in space-saving single-post mounting. Six models,

single and double bowls.

Moen reliability: this cartridge is the heart of every Moen
faucet. It’s the big reason why Moen has an unequalled record
of reliability. When you have the combination of Moen reli-
ability and Moen marketing innovation, you really don’t need
another choice. See your Moen man today. Or contact

Moen, a Division of Stanadyne, Elyria, Ohio 44035.

Circle 13 on reader service card

An extra-selling touch at a modest price. An exclusive
feature of our Chateau /Camelot combination,

KL 3322, is this attractive arrangement of Chateau
faucet, hose and spray and liquid dispenser. The
homemaker has her own supply of hand lotion or
liquid detergent right at hand. One more Moen
feature she will really appreciate.

housing 12/78 13



MORTGAGING

Newdangers threatenmortgage funds

The outlook for mortgage money has
turned far more serious.

The shift has been sudden. Most
housing experts thought home-mort-
gage rates were near a peak in
September, when they flattened and
even declined in some sections.

The peak was false. The Fed began
propping the dollar in October, and
rates on mortgages once again began
pushing toward 10%.

Now the prospect is much more
serious. It no longer involves rates
alone but rests on the supply of savings
that mortgage lenders can count on.
Savings and loans, savings banks and
commercial banks have taken in $20
billion in money-market certificates
and this has been a key prop for their
business. But this month they have to
roll the certificates over or lose the
savings. The first batch of the high-
price CDs amount to $6 billion, and
how many of the institutions renew at
10%-plus yields will be an important
test of the mortgage industry’s willing-
ness to stay in the housing market.

Agency support. A second test will
be the willingness of the Federal Home
Loan Bank System and such second-
ary-market mortgage buyers as the
Federal National Mortgage Associa-
tion and the Federal Home Loan
Mortgage Corp. to keep the system

going by buying funds at very high
interest rates in the credit markets. All
three say they are ready to go, but to
the extent they supply funds to lenders
at very high rates, the Fed will be
forced to boost market interest rates
even higher until it is convinced that
restrictive monetary policy is biting, at
least to the extent that it is slowing
housing.

Still another squeeze is coming from
state usury ceilings. At least 18 states

Bank Board’s
Brinkerhoff
More government
help

have limits that effectively hold mort-
gage interest rates to 10%. Rates in
most parts of the country are already
near that level. In California, which
has no ceiling, the going rate is
10%%.

Too much help? Ironically, the more
the government steps in to help hous-
ing with heavy doses of secondary-
mortgage market support, with billions
from the Bank Board and higher rates

on consumer deposits at thrift institu-
tions, the harsher the result may be.
This is because many Fed watchers are
convinced the central bank turned the
corner toward recession with its sharp
November rate boost and that it will
have no choice now but to push rates
higher until its policy shows results.

So far, the government’s traditional
mortgage-support institutions are indi-
cating they will supply funds at high
levels.

“We will do about $7.5 billion in
mortgage market participations this
year and plan on $7 billion to $9
billion next year,” says Philip Brinker-
hoff, president of the FHLMC. And
Bank Board officials suggest they may
be willing to go up to $40 billion in
outstanding advances or loans to S&Ls,
from $29 billion now.

No one knows at what level high
interest rates do damage to the econo-
my until it is too late, of course. But if
the Fed moves another 4% to %% on
market interest rates—bringing them
to 10.75%—it may not do too much
more real damage. But if it increases
rates to 12 and 13% levels, then hous-
ing, once it turns down, could have a
very difficult time recovering.

—BOB DOWLING
McGraw-Hill World News,
Washington

How inflation benefits the homebuyer

The economist Henry Kaufman has
pointed out the benefits that inflation
now brings to the buyer of a new
home.

Kaufman is a respected interest-rate
analyst and a partner in Salomon
Brothers, the New York investment
banking concern. He gave his analysis
in a speech to the American Bankers
Association’s convention in Hawaii.

The average home has appreciated
substantially in price, Kaufman ex-
plained, rising from a starting cost of
$37,000 in 1973 to $65,000 in Septem-
ber 1978. To an individual in the 30%
federal income tax bracket, the one-
year net benefit from the purchase of a
home at the start of each year, after
allowing for mortgage interest pay-
ments, would have been $1,100 in

14 housing 12/78

1973 and would have risen to $3,800
so far this year.

This would imply a return on the
homebuyer’s equity of 11.1% in 1973.

Average

Average
of

Conventional

And for the individual who bought as
late as the start of this year, there
would be an appreciation equal to
21.3% of original equity.

1st Year Net benefit Implicit

loan mortgage mtge. cost after tax return to
Year new home amount rate’ tax and interest? equity®
1973 371 28.1 7.9% 2.23 — —
1974 40.1 29.8 8.9 2.66 1.14 11.1%
1975 44.6 33.3 9.0 3.00 2.40 21.2
1976 48.4 359 9.0 3.23 1.54 123
1977 54.3 40.5 9.0 3.65 3.35 243
1978 (Sept) 64.7 46.8 9.7 4.55 3.81 213

National average contract rate plus initial fees and charges for all leaders.

2Net benefit to homeowner in the first year of ownership is the difference between price
appreciation and mortgage interest cost after tax, assuming a 30% marginal tax rate.

*Equity is the difference between the average purchase price and loan amount.
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portable generators from Winpower.
Five multi-purpose powerhouses providing
portable power for on-site applications.
[] 1.5 to 5 KW models [ ] Cool running for long life,
] Briggs & Stratton engines low maintenance
"] Full power output and performance [[] Winpower reliability
] All copper windings [] Priced right
] Superior motor starting capabilities [] Immediate availability
: -

Winpower Corporation, Newton, lowa 50208
515-792-1301

Circle 15 on reader service card
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U.S. Home issues mortgage security

The company becomes the first builder
to issue mortgage securities with its
own name—not that of an underwrit-
er—on the instrument.

The bold new move may show the
way for other builders to raise money
to finance their own home sales.

The $15-million private issue by
U.S. Home Acceptance Corp., a
subsidiary of the parent’s wholly
owned U.S. Home Mortgage Corp.,
has already been bought up by two
unnamed life insurance companies and
a savings and loan association in
Buffalo, N.Y.

Proceeds will go, the parent says, to
buy 90% and 95% conventional mort-
gages on single-family houses built by
U.S. Home. It is these loans that will
back the securities.

Standard & Poor’s, the New York
securities rating firm, granted the
issue its highest rating—AAA.

Two-edged sword. According to
Issac Heimbinder, USH secretary and
vice president of legal affairs, the
private issue is a two-edged sword.

“We obviously wanted to protect
ourselves against the tightening of
credit,” says the man reported to be
the brains behind the concept. “But
the issue had to dovetail with the kind
of business we do.”

The bulk of the buyers of USH homes
are, says Heimbinder, “first timers
who, in today’s financial climate, don’t
have the connections at S&Ls to obtain
reasonable monthly payment sched-
ules.”

Monthly payments, not high landing
rates, are the stumbling block for
many young buyers. “And because,
unlike S&Ls, we’re not subject to
Federal Home Loan Bank Board
restrictions, we'll be able to make new
mortgages such as Canadian roll-overs
and flip mortgages available for these
buyers.”

Limits. There are restrictions. “No
more than 50% of the pool can go for
95% mortgages,” Heimbinder says.
“The rest must be 90% or lower. That
should give us a big edge on builders
whose buyers must obtain their mort-
gages from S&Ls, which generally
don’t go above 80%—and that’s for
their best customers.”

And no more than 50% of the mort-
gages can go to homebuyers in the
same state.
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The beginning. Heimbinder planted
the seed for the MBS in 1977.

To win S&P’s highest rating, U.S.
Home Acceptance borrowed money to
invest in single-family mortgages,
which were then pledged as collateral
against the loan.

“Those factors, combined with a
blanket private mortgage insurance
policy equal to 7% of the principal, a
cash reserve fund of 4% of the princi-
pal and a debt-service cash reserve of
just over 1% gave us 112% coverage,”
Heimbinder notes, “and eventually the
AAA rating.”

Wave of the future. Will U.S.
Home’s way become the way of all big
builders?

“It wouldn’t surprise me,” declares
Heimbinder. “On the surface, there’s
no reason why companies like Ryan
Homes or Kaufman & Broad couldn’t

U.S. Home's
Heimbinder
‘Protect
ourselves

do something similar. I am afraid that,
because of its complexity, a private
issue of this magnitude may be limited
to big builders only.”

Wall Street. While shares of U.S.
Home common are holding steady at
around $10 apiece on the New York
Stock Exchange, Wall Streeters are
applauding the company’s precedent-
setting move.

“It’s super,” says analyst Carmine
Muratore of Blyth, Eastman, Dillon.
“I don’t see why other big builders
don’t do the same before the industry
starts moving downward.”

Nearly four decades ago, to provide
easier credit for depression-era car
buyers, General Motors formed the
General Motors Acceptance Corp. For
years, builders have looked for a way
to break their industry’s periodic
plunges.

Will U.S. Home, which bills itself as
“the nation’s largest on-site manufac-
ture of single-family homes,” be home-
building’s GM?

“No, no, no,” chortles Heimbinder.
“Sometimes we joke that all we have
to do is erase ‘GM’ and replace it with
‘U.S. Home’ in front of ‘Acceptance
Corp.” and we’d have the same thing.
But, no, we're no General Motors. Not
yet, anyhow.” —TOM ALLEN

’

Variables still up in air

Key members of the House and Senate
have once again warned the Federal
Home Loan Bank Board not to permit
variable interest rate mortgages until
Congress gives a final decision on the
issue next year.

The move follows renewed specula-
tion that the agency is leaning toward

Senate’s Proxmire
‘Unfair to consumers’

permitting the mortgages for Califor-
nia’s federally chartered savings and
loan associations. State-chartered S&Ls
and commercial banks in the state
already make widespread use of the
mortgages, and California federals
have been the most persistent among
the s&Ls around the country in asking
for equal powers.

Evasion in Congress. Variable mort-
gages, which permit mortgage interest
rates to fluctuate with market interest
rates, were one of the hottest financial
issues Congress faced this year. But in
the closing hours of the 95th Congress,
the members ducked the VRM by refus-
ing to take it up with a major package
of financial legislation that passed in
the wee morning hours. That has left
the VRM debate unresolved in the
minds of the federal s&L regulators,

718




INNOVATIONS IN HOUSING

TACOM#:‘. WA 98411

Send us your best house design.

If it wins, we'll build it.

Architects, engineers, designers, build-
ers, and students:

Can you design an innovative, ap-
pealing, flexible, economical and ener-
gy-efficient single family house that
shows noteworthy aesthetic and struc-
tural uses of softwood plywood?

Then we want you to enter it in our
design contest.

First prize is $5,000, plus the chance
to see your ideas constructed and fea-
tured in Better Homes & Gardens and
Progressive Architecture. Citations of
Merit will also be awarded to the most
outstanding entries.

You can get rules and entry forms
three ways. Send in the coupon. Call

(206) 272-2283. Or write to Innovations
in Housing, Dept. HH-128, P.O. Box 11700,
Tacoma, WA 98411. Deadline for entries
is March 30, 1979.

T~

)

nnovattons
1 houvswno
A design competition sponsored by the American

Plywood Association, Better Homes & Gardens and
Progressive Architecture.

Innovations in Housing, Dept. HH-128
P.O. Box 11700
Tacoma, WA 98411

Please send me entry forms.

Name

Address

City

State

Zip
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who insist that, rather than suffering a
defeat in the closing hours, they were
left in limbo by Congress’s refusal to
act.

Some Federal Home Loan Bank
Board officials have even gone so far
as to claim that Congress’s failure to
act was a plus for the VRMs.

Warning to HLBB. “We see it as
positive,” says Kenneth R. Biederman,
director of the HLBB’s office of
economic research. To scotch such
talk, four key opponents of the mort-
gages, Representatives Fernand J. St.
Germain (D., R.1.), Frank Annunzio
(D., 1Il.), Henry S. Reuss (D., Wis.),
chairman of the House Banking and
Currency Committee, and Senator
William Proxmire (D., Wis.), chair-
man of the Senate Banking Commit-
tee, warned the HLBB’s chairman,
Robert H. McKinney, in a recent
letter to “take no action” on the mort-
gages while Congress is adjourned.
Proxmire renewed his criticism of the
variables, calling them “grossly unfair
to consumers.”

While HLBB officials have backed
down quickly in the face of previous
congressional threats, this time will be
harder because of increasing cost pres-
sures on savings associations from
short-term interest rates. The first
batch of money-market savings certifi-
cates, issued at 8%, come due this

GPM, up 7'2%

Variable, up /2%

Conventional
Year a year for 5 years a year for 5 years mortgage
1 $254.86 $321.85 $329.07
2 273.99 336.12 329.09
3 294.54 350.35 329.07
4 316.63 364.54 329.07
5 340.38 378.66 329.07
6 thru 30 365.91 392.71 329.07
Total $127,539.00 $138,831.00 $118,465.00

Source: Federal Home Loan Bank Board, Washington

month, and federal officials expect a
number of savings associations to
renege on renewing them at 9% or
better yields. Because of their indexed
rates, state-chartered S&Ls and com-
mercial banks in California may stay
in the market, however. They can pass

House's St. Germain
He issues a warning

their costs along with variable mort-
gage rates. And that will be dramatic
evidence of how VRMs help housing,
one HLBB official maintains.
Opponents. The VRMs are strongly
opposed by consumers and labor, but
they too will have a harder time
defeating the mortgages in Congress
next year as long as high interest rates
and strong housing demand persist. In
fact, had it not been for some fancy
footwork by opponents who cut them
out of legislation in the closing hours
of Congress, there was at least half a
chance the VRMs might have made it.
—BOB DOWLING
McGraw-Hill World News,
Washington

An early-warning rule for mortgages?

Chairman Michael Pertschuk of the
Federal Trade Commission wants to
strengthen the disclosure requirements
for residential mortgage transactions
to ensure that lenders have a clearer
understanding of loan terms before
they go to settlement.

Testifying before the House sub-
committee on consumer affairs, Pert-
schuk said he supports a proposal by
the Federal Reserve Board for better
advanced disclosure. He said the Fed’s
plan would make truth-in-lending leg-
islation an effective shopping mechan-
ism for credit for the first time.

The Fed’s proposal is similar to
standards that already exist in the
Real Estate Settlement Procedures
Act. It would require that, three full
days before any settlement, the buyers
would receive an estimate of any credit
terms to be written into the mortgage.

Advance notice. Most efforts to
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improve the Truth-in-Lending Act,
Pertschuk testified, have “overlooked
the fact that the consumer does not get
disclosures until immediately before
the signing of the contract—a practice
which makes them all but useless to
the consumer for comparison shopping

Chairman Pertschuk
Speaks for the consumer

purposes.” Firm credit terms, he
added, should be made available to
consumers 24 hours before consumma-
tion of any credit contract.

Staffers for the FTC say that esti-
mates on mortgage credit terms would
have to fall within certain limits or
borrowers would be permitted to back
off from the purchase.

A 10-year review. The hearings were
held by the subcommittee to determine
if the Truth-in-Lending Act is giving
consumers the help Congress intended
when it passed the measure 10 years
ago. One bill, already passed by the
Senate, would reduce compliance costs
for creditors, but Pertschuk is urging
that action be taken to have the bill
better serve consumers with such
measures as more defined prior disclo-
sure. —MIKE MEALEY

McGraw-Hill World News,
Washington




Now all Nord 2000 Series
uncarved entry doors are available
with Weatherbond panels.

Now, for the first time, all of Nord's popular
2000 Series entry doors are available with
Weatherbond panels. The illustration shows the
installation of a double entry with the Nord 2060
panel design. There are fourteen additional
distinctive designs, each available with the exclusive
Weatherbond panels that will never split through.
Never. The secret is the laminated inner core which
makes the panel weather-resistant. Laboratory
and field-tested, Nord Weatherbond panels are
built to withstand the toughest extremes of climate.

Don't let entry doors give you a splitting
headache. Contact the Nord distributor or dealer
nearest you, or write “Weatherbond Panel 2000"
on your letterhead and send it to E. A. Nord
Company, Everett, WA 98206.

NORD

MAKES IT BETTER NATURALLY

Circle 19 on reader service card housing 12/78 19



WHIRLPOOL

A BETTER BUILDER-BUY BECAUSE...

it's a difference they can see
and a name they can trust

20 housing 12/78




Immediate, visual, impact for your prospects, plus a brand name they know and trust — these
are the two big reasons more and more builders are installing Whirlpool appliances.

First, Whirlpool makes sure you get quality appliances women want: Washers and dryers
with solid-state, electronic controls — built-in double ovens with both microwave and contin-
uous-cleaning ovens — smooth top or conventional built-in cook tops — a kitchen clean-up
crew with built-in dishwasher, disposer and compactor — Serva-Door refrigerators featuring
a door within a door plus in-the-door water and ice dispensers along with popular Textured
Steel doors, that help hide fingerprints — even separate built-in ice makers.

Second, Whirlpool is telling your prospects all about these quality appliances with over 82
billion impressions on TV and in national magazines. The payoff occurs in your new homes,
where prospects can see and feel the quality they have been exposed to, through national
advertising, for along, long time.

>
-
Whll'lpOOl Our business depends on understanding your business

BUILDER PRODUCTS
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How they buy houses at today’s prices

Nearly two-fifths of all homebuyers
last year broke with an ancient tradi-
tion—they paid more than 25% of
their incomes for housing.

This trend, says economist Dennis J.
Jacobe of the U.S. League of Savings
Associations, may spare builders from
bearing the brunt of the next reces-
sion.

A League study, “Homeownership:
Affording the Single Family Home,”*
also reveals that 14% of last year’s
buyers spent more than 30% of their
gross incomes on housing.

Jacobe, who directed the study
along with the league’s assistant econ-
omist, Thomas J. Parliment, explains
what the trend means in marketing
terms for builders:

“Buyers, especially in the bigger
cities, are still wrapped in the inflation
psychology. They’re getting the home
they want now, not later, and they’re
willing to break some time-honored
rules to afford it.”

Yet, he adds, to afford new homes,
homebuyers must cut back in other
areas.

“What they’re cutting back,” Jac-
obe notes, “is the amount spent on
consumer goods. So, for a change,
when the economy begins to turn sour
sometime next year it will be the
consumer goods area instead of hous-
ing that will lead the dive.”

The tradition breakers. The study
found that about one-third of the
buyers willing to break with tradition
in ’77 were first-timer buyers with
incomes under $15,000. Almost half of
those breaking the 25% barrier had
incomes in the $15,000-$25,000 range.
Less than a fifth of those surveyed had
annual incomes over $25,000.

The rule of thumb stating that a
borrower’s annual housing expense
(mortgage payments, real estate taxes,
hazard insurance and utility costs)
may not exceed 33'4% of his annual
income has also been disregarded by
an increasing number of inflation-era
homebuyers.

The study revealed that almost one-
third of all buyers carried housing
expenses and debt payments that

*Available from Central Billing, U.S. League of
Savings Associations, 111 E. Wacker, Chicago,
I1l. 60601, for $10.
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Percéntage of buyers
exceeding 25%
and/or 33/3% rule

Chicago
Houston
Los Angeles . 83 i
New York City 36 73
San Francisco 53 82
Washington 38 76

All metro areas with
populations of 1.5

milliol 50%

olmbs. Ohio

U.S. League’s Jacobe
Good news with a warning

47% 58%
Hartford, Conn. 49 60
Peoria, Ill. 60 74
Portland, Ore. 44 62
Richmond, Vﬁ. 39 53 “When the recession comes—as it
Rochester, N.Y. 31 a0 will within a year—the demand for

All metro areas with
250,000 to 1.5 million

Burlington, Vt.

Macon, Ga. . 51 68
Marysville, Kan. 47 58
Morristown, Tenn. 50 58
Portland, Me. 31 36
Yakima, Wash. 33 48

All metro areas with
less than 250,000

45% 56%

Source: U.S. League of Savings Associations

topped 40% of gross income. In fact,
about half of those earning under
$15,000 exceeded both the 25% and
33!4% ceilings.

Not surprisingly, buyers in the
largest cities broke both rules most
often.

Support for the industry. “The
middle class has risen to the occasion,”
Jacobe declares. “Its willingness to
take a calculated gamble has fueled
the entire housing industry when many
so-called experts expected a drop-off in
starts.”

The league study, he contends,
shows that housing starts should hover
around two million for at least another
year.

’

housing won’t go away,” Jacobe
declares. “For the last year or so we’ve
been able to take advantage of the pent
up demand left over from 1973-74.
Until around 1990 we’ll enjoy the
effects of the baby boom—in theory,
at least.”

Yet the same homebuyers who’ve
been the bulwark of the housing indus-
try today may hamper it tomorrow.

The short-term effect of the buyer’s
willingness to carry heavy debt “is
positive,” Jacobe says, but the fu-
ture—beyond a year or two—may be
another matter.

Warning. “While the demand will
be there for a couple of decades,” the
economist cautions, “lI wonder what
will happen in four or five years when
families who broke with tradition last
year want to move up. If inflation is
still with us, they may not want to
assume an even bigger debt load for
that larger, more expensive home.

“Instead, they may just stay put.
The first-time buyers on the lower end
of the middle-income scale may elect
not to buy an expensive single-family
home and may choose a condo instead.
If the cost of a new home continues its
upward spiral, urban rehab may pick
up the pace and the reverse migration
from the suburbs may increase in
future years.” —T.A.




The Old World charm of

stucco now is yours with easy-to-install
Temple hardboard siding

The authentic beauty of skip-
troweled stucco is captured in Temple
stucco panel siding. This means you
can capture the traditional charm of
English, German and Swiss timbered
buildings, and the warm beauty of
Mediterranean villages.

You can have this traditional
beauty without installing wire mesh,
and with no drying time delays. The
large 4’ x 8’ or 4’ x 9’ panels go up

Circle 23 on reader service card

quickly. And there’s another time-
saver: Temple stucco panels are fac-
tory primed, to slash on-site painting
costs and time.

See your Temple dealer, or write
for our colorful building products
catalog.

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE

? DIBOLL, TEXAS 75941
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Building dreamhouses: A success story

The Housing Capital Corp. has been a
sleeper of a success story for all of its
first three years. It is quietly and effi-
ciently providing a new source of
money for the small builder who builds
for the small family.

A division of the National Corp. for
Housing Partnerships, HCC has, ac-
cording to its president, William A.
Schainker, committed $19 million in
front-end capital to single-family
builders in 22 states since 1975.

The bulk has gone to small and
medium-volume builders of $50,000-
$60,000 homes for young and married
first-time buyers.

Why first-timers? “We’d rather
lend for projects aimed at people at the
base of the pyramid,” Schainker
declares.

“For these people the single-family
detached is still a dream, one that
they’re willing to spend a big portion
of their disposable income to
achieve.”

Results. Schainker estimates that
HCC financing has helped put around
8,900 single-family homes with a
market value of $551 million in the
construction pipeline, and he empha-
sizes: “These are homes that might not
otherwise have been built.”

The financing, he explains, is a

combination of equity investment and
subordinated loan that may be used
“by builders with good track records
but short on funds” for land acquisi-
tion, plans, engineering, off-site im-
provements, loan fees and bonding.

The risk capital, he explains, is
subordinated to the construction and
development financing obtained by
builders from mortgage lenders. The
HCC receives repayment of its loans
from the return on home sales.

While the HCC’s joint-venture proj-
ects range from eight units to a 350-
home subdivision in West Covina,
Calif., Schainker says that a job of
about 100 units “is our bread and
butter.” For the bigger projects, he
notes, “about a $400,000 committ-
ment is our ceiling.”

Builder qualifications. Repeat busi-

Lender Schainker
Big daddy to
small builders

ness, he says, is the key to success so
far.

“We're looking for a long-term rela-.
tionship with our joint-venture part-
ners,” he explains. “About 40% of our
business is with former clients.

“The more these builders come
back, the more our risk diminishes.
We’ve put together a good, stable bevy
of small to medium-sized builders.
These guys have proven they can bear
the ebbs and flows of the industry, and
that will be important to them and to
us in the next few months.”

Schainker, a Washington real estate
attorney by background, says the HCC
has helped finance some condos and
townhouses and will continue to do
SO.

But we’ll stick primarily to single-
family,” he explains. “We’re not going
to be the ones to introduce the joys of
townhouse living to Butte, Montana,
for instance.”

An extra. For the small builder,
Schainker says, ‘“the acquisition of
Housing Capital as a partner is often
just as important as the additional
equity.

“The financial strength of the part-
nership generally makes lenders look
more favorably on construction-loan
terms and other conditions.”

Levitt’s men march out of Maryland...

...and an era ends with neither a bang nor a whimper

After .being tagged with 3,500 build-
ing-code violations in its 122-home
Northview subdivision in Bowie, Md.,
Levitt Housing Corp.—the abridged
version of Bill Levitt’s old Levitt &
Sons—voluntarily surrenders its
Prince George’s County building li-
cense.

So ends the once-perfect union that
blossomed when Bill Levitt converted
the 2,226-acre Belair estate in Bowie
into 10,000 classic Levitt colonials and
sold them at $13,500 each. At such
prices, that had to be some time ago. It
was, in fact, in 1961. The same houses
bring $50,000 to $70,000 today.

Threat from county. Levitt Housing,
now a subsidiary of Starrett Housing
Corp. of New Greenwich, Conn., gave
up its right to build after county
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authorities threatened to revoke its
license.

The county’s permits director,
James Novak, says Levitt is the
biggest but only one of several building
companies that have had their licenses
revoked or have given up attempting to
build in Prince George’s.

County inspectors say they discov-
ered code violations in Northview that
included improper vents in kitchens
and bathrooms, windows that were too
small, roofing material cut too short
and thin, and inadequate weatherproof
sealing material between brick walls
and foundations. Novak says that
about 70% of the violations were
corrected, but he also claims that the
county confronted Levitt and Starrett
executives with allegations of consum-

er fraud during the marketing of
Northview Estates.

The county, Novak says, plans no
further action against Levitt.

Monument. Between 1961 and 1975
Levitt & Sons and its successors—ITT
Levitt and Levitt Housing Corp.—
built nearly 20,000 homes in Washing-
ton’s Maryland suburbs.

Bill Levitt, for $92 million, sold
Levitt & Sons to ITT in 1968 and
phased himself out of its operation.
After losing around $400 million in
1968-71, 1TT signed a consent decree
under which it divested Bill Levitt’s
brainchild. Last spring the company, a
shadow of what it once was, was
acquired by Starrett. Levitt & Sons, a
$162-million company in ’'68, was
purchased for $30 million. —T.A.




Extrudable LEXAN resin?

Yes, extrudable LEXAN resin. It may
be new to you, but it's already shaping
up quite successfully in construction,
transportation, lighting, electrical,
medical and appliance profiles.

You see, since extrudable LEXAN
resin’'s engineering properties go be-
yond those of ordinary plastics, it re-
places metal, wood and glass in a wide
variety of applications.

Its impact resistance, for example,
is four times greater than aluminum’s.
But it doesn't present weight, corro-
sion, insulation or finishing problems.

Also, it offers excellent dimen-
sional stability, weatherability, heat
resistance to 270°F, a UL continuous
use rating of 115°C, UL 94 flammability
ratings* of V-Oand V-2, and outstanding
melt strength for intricate shapes.

What's more, LEXAN resin comes

sparkling clear and in translucent
or opaque colors. And it's easily pro-
cessed, easily decorated.

For information, case histories
and total technical assistance, con-
tact LEXAN Products Dept. 329,
Plastics Division, General Electric
Company, One Plastics Ave., Pitts-
field, MA 01201.

Do it today, and you'll be in fine
shape tomorrow.

MORE AND MORE IDEAS
ARE TAKING SHAPE
IN EXTRUDABLE LEXAN.




THE COURTS

Builders win site-search safeguard

Builders may have picked up new
ammunition to use against local code
inspectors when the U.S. Supreme
Court told businessmen last May they
could bar their factories to federal
safety inspectors who had no search
warrants.

The U.S. Court of Appeals in Phila-
delphia has held that the Supreme
Court decision, involving the Occupa-
tional Safety and Health Administra-
tion, means that lower courts have to
rethink the entire concept of inspec-
tions that are not conducted under
specific approval from a judge.*

A second, little-noticed decision
came from the high court the week
after its OSHA decision. This second
ruling held that arson inspectors
needed a warrant to return to the scene
of a fire well after the initial blaze was
put out, and it confirmed the need for
new approaches to all warrantless
searches, the circuit court said.

Builder’s appeal. The ruling came in
a homebuilder’s appeal from a district
court decision that had endorsed the
right of township building officials to
inspect an uncompleted house any
time during regular working hours.
The township had adopted the basic
building code of the Building Officials

*Frey v. Panza, US. Court of Appeals, 3d
Circuit, Philadelphia, Aug. 31.

and Code Administrators Internation-
al, which authorized such warrantless
probes, but the builder claimed the
provision violated the fourth amend-
ment prohibition on unreasonable
searches.

The appellate court suggested that
the Supreme Court endorses searches
without prior judicial approval if there
is a “compelling need for official

action” or “a long tradition of close
governmental supervision” in the in-
dustry. It sent the case back to the
lower court to see if either of those
exceptions fit the case of inspectors
looking for code violations. If not, the
opinion implied, builders could insist
on the time-consuming practice of
procuring warrants before admitting
inspectors.

Condo escalator ban survives in Florida

A fight by condominium lessors
against a Florida ban on some escala-
tor clauses has been dealt a second
defeat.

The U.S. Court of Appeals in New
Orleans has just upheld the earlier
decision by a trial court in Florida that
the real estate developers have no
constitutional basis for their suit.**

Under attack was the provision of
the Florida law that prohibits escalator
clauses tied to such national price
measures as the consumer price index
or a measure of commodity costs.

Lessors insist the ban is so irrational
that it denies them due process of law
and puts them under unfair strictures

**Schlytter v. Baker, U.S. Court of Appeals, S5th
Circuit, New Orleans, September 22.

that do not apply to other businesses.
But the district court did not even let
the issue go to trial, saying that, on its
face, the condo law seemed to make
sense given the legislature’s legitimate
objectives of curbing inflation and
controlling abuses in the condominium
trade.

The lessors argued in New Orleans
that they should have had a chance to
show that, no matter what the law
looked like in theory, it was unfair in
practice. But the appellate judges
ruled that, since they had not offered
to present such facts to the trial court,
they had missed their opportunity, and
the ban on escalator clauses would stay
on the books. —DAN MOSKOWITZ

McGraw-Hill World News,
Washington

Housing’s Phil Jackson leaves the Fed

Former mortgage banker Philip C.
Jackson Jr. has resigned from the
Federal Reserve Board with four years
of his term remaining. He gave person-
al reasons for his departure.

Although Jackson usually supported
the kind of restrictive credit policies

Fed’s Jackson
A case of frustration?

OSCAR
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that housing markets fear, he was
regarded as the housing industry’s
voice with the Fed because of his mort-
gage background.

He was a vice president of the Jack-
son Co., a family-owned mortgage
banking firm in Birmingham, Ala.,
before being named to the Fed in 1975
by President Ford. He had also been
president of the Mortgage Bankers
Association of America.

Opposition to regulation. “Phil’s ma-
jor contribution to housing was in the
regulatory area,” said one mortgage
industry official. “He fought hard to
prevent more regulation of the indus-
try like the Community Reinvestment
Act.”

Jackson himself suggested that the
frustrations of being a government

regulator may have hastened his
departure. He said in a recent inter-
view that the government should be
willing to tolerate “small evils or small
catastrophes without putting massive
constraints on the freedom of all citi-
zens.” He was referring to new rules
for lending in the cities, which he

opposed.
“Government is not supposed to be
an activist. [ didn’t feel that was

supposed to be my role,” he said.
Loss of a spokesman. Jackson’s
departure leaves the Fed without a
member closely identified with hous-
ing, although Chairman G. William
Miller, a former corporation head,
says one of his chief goals is to avoid
crushing housing as the Fed moves to
tighten credit. —R.D.
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A 3-day field conference for builders, marketing directors,
sales managers and Realtors

Newport Beach, California
Marriott Hotel

February 26, 27, & 28
March 19, 20, & 21
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An intensive 3-day program that will show you--
why Southern California is the country’s most dynamic
housing market

You'll spend time in the field—
and in the classroom

In the field...

You'll tour the most exciting new
housing projects in Southern
California

You'll see plans and designs that
are setting trends for the rest of
the country

You'll see model home merchandising
at its most effective

You'll see how landscaping techniques
help sell indoor-outdoor living

And most important, you’ll meet
the people who put it all together
in Southern California—the
builders, architects, designers

and sales people who have shaped
the world’s most competitive
housing market.

In the classroom...

You'll learn the basics from marketing
experts

You'll learn how to identify your
market—the key to planning
successful products

You'll learn how to design products to
appeal to your own particular market
segments

You'll learn how to decorate models
to give you the vital competitive edge

You'll learn how to plan a successful
on-site merchandising effort

And above all, you'll learn how to
take everything you've seen and
turn it into a practical, aggressive
marketing program—no matter
what or where you build




Here’s what you can look These marketing experts will
forward to at the 3-day program conduct your classroom sessions

You’ll stay at the fashionable Newport
Beach Marriott Hotel. And you’ll be
able to extend your stay either before
or after the seminar at the same
special seminar rate.

You'll attend a reception and cocktail
party on Sunday night

You'll spend three half days touring
current housing projects

You'll spend three half days in the
classroom discussing marketing
and merchandising

You’ll attend a cocktail and dinner
party Tuesday night—along with
many experts and builders

And as a special bonus you’ll receive
a full set of audio cassettes of the
classroom presentations

Please note: The nature of the
seminar makes it imperative that we
limit our enrollment

Otherwise there would not be
sufficient opportunity for you to talk
with the experts or study the models

So registrations must be accepted on
a first-come, first-served basis, and all
registration fees must be received no
later than two weeks before the start
of the seminar you wish to attend.
Last year we were forced to turn down
several late registrations, so we urge
that you register as soon as possible.

To see how to register, please turn the page




How to register

Please complete and return the coupon below to:
Seminar Dept., Housing

1221 Avenue of the Americas,

New York, N.Y. 10020

Or you may register by calling (212) 997-6692.
All registrations and fees must be received at
least two weeks prior to the seminar date, and will
be confirmed by mail.

Fees

Individual registration fee — $835
Additional fee for wife or husband — $175

Fee includes all meeting materials, lunch on 3
days, cocktail and dinner as described above,
and audio cassettes.

Cancellations and refunds

Registrations may be cancelled without
charge up to two weeks before the seminar
date. Cancellations received later than that
are subject to a $100 service charge

Hotel reservations

With your confirmation of registration, you
will receive a reservation card to be filled out
and returned to the Newport Beach Marriott
Hotel. To assure yourself a room please
return these cards promptly. If you want to
arrive before or stay after the seminar dates,
the special seminar rate will apply.

Hours

Reception and cocktails will be held Sunday
evening starting at 6:00. Registrants may
check in then, or on Monday morning
between 8:30 and 9:00. Seminar sessions
start at 9 a.m. on Monday, and 8:30 a.m. on
Tuesday and Wednesday. The program
ends at 4:00 p.m. on Wednesday.

Tax deduction of expenses

An income tax deduction is allowed

for expense of education (including
regdistration fees, travel, meals and lodging)
undertaken to maintain and improve
professional skill.

See Treasury Regulation 1.162-5 Coughlin
vs. Commissioner 203F .2d 307.

Seminar Dept. Name

Additional registrations

Housing

1221 Avenue of the Americas Title

from my company:

New York, N.Y. 10020
Company

Name

Please register me in the

CALIFORNIA MARKETING A jiress

Title

SCENE field conference
checked below:

U] February 26,27 & 28
[J March 19,20 & 21

City
Phone

State____Zip

Name

Title

| enclose a check for Signature

[ $835 for my own
registration

[ $175 additional for my
spouse

0 $  foradditional rep-
resentatives from my
company

H 12/78




Add sales
appeal

i
Elegant parquet hardwood flooring from
Wood Mosaic. Now you can install the
aesthetic beauty and lifelong durability
of real wood with lay-like-tile ease.
Permanently secures to concrete,
plywood, old wood, or tile floors with
mastic or convenient peel-and-stick*
backing. Each preassembled section is
5/16" thick and factory finished to
protect the natural beauty and assures
ease of maintenance.

Add charm to dining rooms, foyers,
family rooms, or any accent area of your
home with parquet flooring from Wood
Mosaic. We have a floor to fit most
rooms and most budgets. Write today
for free full-color literature and name of
the nearest distributor.

Appalachian/Oak*

00M/22'6 Boleje) spamg aag

Elegante'/Brazilian
Hardwood* Jeffersonian/Teak

P.O. Box 21159 Dept. A
Louisville, Kentucky 40221

(502) 363-3531 LI = |

Circle 30 on reader service card

If you need a Perma-
nent or Construction
Loan, Residential
or Commercial,
we'll get it to you...

one way or another.
We'll go out of our way to accommodate your needs. After
all, it's our professionalism and person-to-person service that
got us where we are today. PENNAMCO, the full service

mortgage banker, currently servicing a $2.5 billion portfolio for
over 300 institutional investors. Call us.

:"_Qik PENNAMC
,!(‘t' a First Pennsylvaoni,algfn:l;any

555 City Line Avenue Bala Cynwyd Pennsylvania 19004

REGIONAL OFFICES: Washington, D.C.-Ken Davis, (202) 467-4847; West Palm Beach, FLA-
Don Watkins (305) 683-8177; Chicago, ILL-Joe Grosz (312) 822-9790; Raleigh, NC-Harry
Archer (919) 782-6500; Bala Cynwyd, PA-David Savage (215) 667-9900; Houston, TX-Jack L.
Hughey (713) 960-8911.

Circle 31 on reader service card
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COSTS

House prices:

We lead Canada again

Departing from a three-year trend, the
average price of a new house in the
U.S. will nose ahead of the Canadian
average this year.

By 1980, however, the two may
again be neck and neck.

So says Kenneth Goldstein, author
of a study commissioned by Genstar
Homes of Montreal and entitled “Ob-
servations On Housing and Land
Development.”

The U.S. Bureau of Census’s figures
show the average price of a new
house—with lot—at $64,000 in July,
up from $54,200 at the end of last
year.

“Very rough estimates” by Statistics
Canada, a government bureau in Otta-
wa, put the Dominion’s average price
at $61,200 on July 1. The average last
December 31 was $55,517.

By 1979-80, Goldstein’s Genstar
study says, the average prices will be
nearly identical.

Price factors. Goldstein, who's pres-
ident of Communications Manage-
ment Ltd., a Winnipeg-based consult-
ing firm, says the reasons for the rever-
sal of the U.S.-Canadian positions go
back several years.

The States, he explains, “suffered a
serious recession in ’'74-'75. While
there was a slowdown up here, it
wasn’t as long or severe and it lasted
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only one year, 1975.”

From ’76 to the present, he notes,
“the American economy has outper-
formed ours, with higher real growth.
During the same period, the unem-
ployment rate has been rising in Cana-
da while dropping in the U.S.

“We expected, on the basis of
economic indicators, that housing de-
mand would push prices up more in
Canada than in the U.S. in 74 and *75
and that’s exactly what happened.”

The price race. According to Statis-
tics Canada, the Canadian average
edged past the U.S. in 1975 by
$42,794 to $42,600 and remained
ahead, $50,517 to $48,000, in 1976.

Now, however, although both econo-
mies are sputtering, American buyers
are more readily willing than Cana-
dians to shell out inflated dollars for
new homes.

Future. Both countries experienced a
postwar baby boom. Goldstein and his
Genstar study note, however, that
Canada’s baby boom began slightly
later than her neighbor’s. In addition,
Canada’s postwar immigration wave
has slowed to a trickle.

Those two factors, the study notes,
have nudged Canada slightly out of
sync with the U.S. in relative housing
demand.

Because the Canadian kids are

reaching homebuying age slightly later
than their U.S. cousins, the demand
for new homes in the 25-34 age group
should peak in Canada during the next
two years.

Goldstein expects that both Ameri-
can and Canadian builders will harvest
the fruits of the baby boom until the
latter part of the 1980s, but that Cana-
dian demand will then ease.

Interest rates. Canada’s mortgage
rates, which peaked at over 12% two
years ago and now hover at 10.5%,
have put a damper of sorts on hous-
ing.

The rates, which have risen 33% in a
decade, have helped generate a 100%
leap in housing prices and a 150%
jump in homeowners’ monthly pay-
ments. The study says the cost burden
has driven off many potential buyers.

Overregulation. The study also criti-
cizes government red tape and over-
regulation at all levels.

In Canada, as in the U.S., higher
environmental standards and service
requirements have raised land and
new-home prices.

But the study notes that there may
yet be a useful role for government in
the struggle against rising housing
costs.

“Trunk servicing,” the Genstar
study insists, “is one of the keys to
development, and could be used by
government as a catalyst to bring more
serviced lots onto the market more
quickly.”

Like U.S. developers, Canadians are
hard pressed to meet the financial
demands of service installation and are
increasingly reluctant to buy and
develop land.

The problem might be solved, the
study suggests, if publicly financed
services were put in place in several
areas simultaneously within the same
locality. Acting in concert with federal
housing agencies, local governments
could arrange for quick installation of
services. Financing would be accom-
plished at rates lower than those avail-
able to private developers.

Development costs would then be
lower and the savings could be passed
on to the homebuyer.

Genstar Homes, a subsidiary of
Genstar Ltd., is a management vehicle
coordinating the operations of Genstar
Development Co., Broadmoor Homes
Inc., Genstar Homes of Texas Inc. and
Keith Construction Co. Ltd. —T.A.




P7394 Lead crystal bowl

P7106 White & brass finish

P7396 Perforated aluminum pendant

P7383 For rough-duty areas

P7117 Walnut grain finish

P7384 Decorated textured glass

P7398 Cased glass, white trim

Progress Commercial Lighting now shaves

energy. Beautifully.

Now that Progress Lighting has gone commercial,
we can show you how to turn on your energy-conscious
customers with these beautiful fluorescent fixtures. For
professional buildings. Apartments. Hotels and motels.
Shopping centers and individual stores. Maybe you
didn’'t know that Progress Lighting now offers you a
wider range of products in one catalog than any other
commercial lighting manufacturer. Including emer-
gency exit lights. Non-destructibles. Track systems.
Extruded cylinders and squares. Specification grade
recessed lighting. For prompt shipment, the entire line
of Progress Commercial Lighting is stocked by local
distributors. If you haven't seen the new Progress
Commercial Lighting catalog, mail this coupon today.

Circle 33 on reader service card

To: Progress Lighting, Dept. H-1278
Box 12701, Philadelphia, PA 19134

| want a free Progress I
Commercial Lighting Catalog

I Name I
Company

I Address I I

City State

nrouressﬂn@hﬁ]ﬁnm@]

Subsndnary of Walter Kidde & Company, Inc.

h_____d



PEOPLE

Housing Partnership promotes five

The National Housing Partnership’s
Washington headquarters moves to
open four or five field offices to stimu-
late low and moderate-income hous-
ing.

William D. Comings Jr. is promoted
to executive vice president in charge of
multifamily development and Robert
L. Tracy to senior vice president in the
expansion program. William A.
Schainker becomes a senior vice presi-
dent of NHP in recognition of his grow-
ing responsibilities as head of Housing
Capital Corp., the subsidiary through
which NHP joint ventures with single-
family builders. (Details of program,
page 24.)

Douglas Noakes is named president
of Capital Homes, the direct-develop-
ment subsidiary of NHP for Washing-
ton-Baltimore. He was a vice president
of Fletcher Properties, Jacksonville,
Fla. Brooks R. Palmer becomes an
executive vice president of Capital.

BUILDERS: The Long Island Builders
Institute elects Andrew Rafuse of Point
of Woods Homes, Old Westbury, as
president to succeed Barnett Maller,
who becomes chairman.

Gary L. Pollard is named marketing
director for the housing division of
Development Corporation of America
in Hollywood, Fla. He had been vice
president of sales for Weyerhaeuser’s
Babcock Co.

Leisure Technology’s president, Mi-
chael L. Tenzer, announces the promo-
tion of Michael E. Nocket to vice
president of development operations.
Both Tenzer and Nocket are Larwin
grads. Nocket has been building
custom homes in southern California
since 1975. Robert H. Williamson,
former executive vice president of the
New Jersey Shore Builders Assn.,
becomes a vice president of planning
for Leisure Tech’s Jersey division.

Meir Yariv is named general man-
ager of construction for the Los
Angeles-based builder Goldrich &
Kest and subsidiary Prestige Homes.
He had been the construction superin-
tendent.

The L.B. Nelson Corp., Menlo Park,
names Jerry A. Finch as its northern
California division chief. He succeeds
Colburn A. Jones, who resigns to estab-
lish his own building company.

Elsewhere on the Coast, Robert J.
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CHASE

. . and Tracy
New senior v.p.

NHP’s Comings . . .
New executive v.p.

Grenoble is appointed executive vice
president of the San Diego Building
Contractors Assn. He replaces Mi-
chael D. Durick, who leaves to form
his own company.

Diamond West Development, in
Westlake Village, Calif., names Hugh
Conser as president of Diamond West
Development of Hawaii, a new subsid-
iary; he had been a vice president of
Diamond West. R. Brent Clark
replaces Conser.

International Community Corp.
(Greenvale, N.Y.) gets a new execu-
tive vice president. He is Nelson C.
Kamuf, former senior vice president of
Levitt and Sons.

Kim Boutelier succeeds James E.
Lenon Jr. as director of sales and
marketing at American National
Housing Corp. of Newport Beach,
Calif. Lenon leaves to form Lenon
Realty in Ontario, Canada. Boutelier
had been general sales manager.

Beacon Homes Inc. (New Port
Richey, Fla.) appoints Charles A.
Retchless vice president for their
northern division. He had been a vice

~

Jobsite photo in central Arkansas shows Winrock Homes new vice president and general
manager, A. Roland Holt (center), with President Russ McDonough (left) and Robert
Easley (right). Easley succeeds Holt as purchasing manager.

president for U.S. Home in Clearwat-
er.

Jack Burke is named a vice presi-
dent of Covington Brothers, Fullerton,
Calif. He joined this year as director of
joint ventures.

In North Little Rock, Ark., A.
Roland Holt is promoted to vice presi-
dent and general manager of housing
operations for Winrock Homes in
central Arkansas.

DEVELOPERS: James D. Stout is
named president of Daon Southwest,
Newport Beach, Calif., a division of
Daon Development Corp., Vancouver,
B.C. He has directed operations of
Daon Corp. since its formation in
1976.

LENDERS: The National Savings and
Loan League elects Harold W. Green-
wood Jr. and William S. Mortensen as
president and vice president. Green-
wood is president and chairman of
Midwest Federal S&L, Minneapolis.
Mortensen heads First Federal S&L
of Santa Monica, Calif.

The. Mortgage Bankers Association
installs Claude E. Pope, president of
Cameron-Brown Company, Raleigh,
N.C,, as president of the association.

GOVERNMENT: Loren B. Means
quits as acting director of the Federal
Savings and Loan Insurance Corp. He
becomes chief executive officer of
Depositors Savings Association in
Jackson, Miss., whose reorganization
he aided during his service as acting
director of the federal agency.




Your customers are looking for con-
venience in the kitchen. And you can
offer them a lot of it when you install
Hotpoint Clean-Up Centers. They're
an ideal sales clincher.

Hotpoint dishwashers can
help save time and energy.
Our built-in dishwashers are full of the
kind of features buyers are looking for.

We have models with Energy Saver
and Short Wash cycles. And Power
Scrub® cycles on two models as

well. Most Hotpoint dishwashers are
wrapped with a thick blanket of sound
insulation to cut down on operating
noise. And they have a soft food dis-
poser and Rinse-Away drain which
helps eliminate hand pre-rinsing.

wrap up a sale.

lf you’d hke to be fllled inon

even more reasons why
Hotpoint Clean-Up Centers make

The Trash Compactor—a
neat solution to a messy job.
Add a Hotpoint trash compactor to
your kitchen appliance package and sense today, get in touch with
you're adding convenience most your Hotpoint builder repre-
people never had before. It compresses sentative. Or write Hotpoint
the average weekly trash of a family of Contract Sales Division,
four into one handy carry-out bag. Appliance Park, AP4-256,
Hotpoint compactors have reversible Louisville, Ky. 40225.
color panels to match the color scheme
buyers decide on. A sleek black
front panel is also available as an
optional extra.

A complete line of dependable

disposers. Hotpoint's food waste
disposers grind up scraps, including
bones. All have stainless steel blades
that resist corrosion.

= )= :

= b

We hustle for your business. And it shows.

4

A Quality Product of General Electric Company
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CONSTRUCTION

New
wire-frame
house
makes it in
marketplace

Various non-wood construction sys-
tems have evolved in the last few years.
Most have never gotten beyond the
prototype stage.

But now a welded-wire and blown-
cement system has been used for an
entire detached-house project in Fon-
tana, Calif. And its economies cut
prices so sharply that all 57 houses
sold in three hours.

(The project, New Californian
Homes, offered two plans, 1,159 and
1,322 sq. ft. and $39,990 and
$45,990.)

Selling at such prices makes good
marketing sense in a state where the
median price of new single-family
houses hovers around $86,800. Hence
Covington Brothers, the Fullerton

How Covington’s system works
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merchant builder that developed the
wire process in 1976, wasted no time in
getting it into commercial use.

Savings. Covington claims that the
system, which employs panelized and
modular elements, cut construction
costs at Fontana from $27 a sq. ft. (for
a stick-built, wood-framed house) to
$20.40.

“We saved 20% on materials alone,”
says George Liolios, the builder’s
marketing vice president. “And since
we cut construction time from four
months to four weeks, we saved more
in labor, supervision and loan inter-
€8t

The heart of the process is a 4” X8’
framing panel composed of welded
wire wrapped around a 2'%’’-thick




core of expanded polystyrene. The
panels, sprayed with cement plaster in
the field, replace traditional wood
framing.

The panels are used with a preas-
sembled module that contains a fully
equipped kitchen, two baths, a laundry
room and heating, cooling and water
systems. (See photo sequence below for
details on how building process works.)

Both panel and core are manufac-
tured at Covington’s Riverside plant.
The panels were used for only the
exterior walls in the Fontana homes,
but the company has developed new
varieties for interior partitions, floors
and roofs, and it will use them in
future applications.

Other advantages. The module has

one centralized hookup for all utilities,
so plumbers and electricians can make
connections in about 90 minutes. And
because the framing is so simple,
skilled workmen are not needed.

“The Fontana houses were framed
by semi-skilled or unskilled laborers
hired off the street,” says Liolios. “We
paid four dollars an hour.”

Covington is using the system for
198 homes it is building in San Berna-
dino and Ontario, and it will use it for
a 400-home joint-venture in Palm
Desert. The company has also begun
selling panels and cores to other build-
ers.

“We expect to put the system into

. 4,000 new homes by the end of 1979,”

Liolios says. —J.G.C.

Best seller is $39,990-plan with
two bedrooms, a bedroom/den
option and 1,159 sq. ft. House
was sized and priced right for

young, first-time buyers who earn
less than $18,000 a year.
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TECHNOLOGY

New energy saver?

The berm house

Houses like the one shown here can be
heated for one-third of a conventional
home’s fuel bill.

The main reason: up to half of their
wall area is covered by earthen
berms.

So says architect-builder Dennis
Davey, who is constructing berm
houses near Hartford, Conn. He has
contract-designed and built three,
sized from 1,428 to 2,108 sq. ft. and
priced from $55,700 to $64,500, and
he is building two more.

Protective cover. Davey attributes
more than 60% of the houses’ energy
savings to his berm design. (Such
features as solar collectors, extra insu-
lation and double-glazed windows ac-
count for the rest.) The earthwork
extends around three sides—only the
south wall is unprotected—and rises
seven feet on the vulnerable north
wall.

“There’s considerably less air infil-
tration because so much of the perime-
ter is under ground,” Davey explains.
“And infiltration is the biggest cause
of heat loss in a home.”

The houses’ oil furnaces should burn
no more than 500 gallons of fuel a
year, according to Davey—roughly a
third of what conventionally built
homes require. He bases his estimate
on the experience of his first buyer
who moved in last January and used

Dealer shows program on modular homes
on rear-screen projector.
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PHOTOS: DENNIS DAVEY

Protective berm reduces
air infiltration through
three sides of house in
Tolland Township,
Conn. (see photos).

3§ Rooftop solar collectors
for hot water and dou-
ble-glazed windows also
save energy. Two-by-six
studs, 24-in. o.c., permit
R-20 insulation in walls;
ceilings have R-30.

Open floor plan (left),
made possible by use of
roof trusses, aids air cir-
culation. Main living
area faces south for
maximum exposure to
sun. (Note concentra-
tion of glass on south
wall.) The 1,808-sq.-ft.
house sold for $64,500.

about 215 gallons in a half-year.

Cost-cutter. Davey uses a slab foun-
dation in his homes and saves about
$7,000 a unit in materials and labor
costs when compared with other
houses in the area which all have full
basements.

“But I've made sure that the floors
are never cold,” he says, “by providing

two inches of rigid insulation under the
slab. And under that, I've added a
polyethylene vapor barrier and a ten-
inch gravel drainage base to prevent
moisture buildup.”

How do buyers feel about living
partially underground? “They don’t
mind at all when they see their fuel
bills,” says Davey. —J.G.C.

Explaining how mobiles and modulars differ

Builders know the difference, of
course, but many prospective buyers
confuse the two because both are deliv-
ered to the site on wheels.

So concludes Interstate Homes, a
Salt Lake City-based supplier of mod-
ular housing and commercial build-
ings.

“Dealers tell us the confusion is one
of the biggest marketing hurdles they
have to clear before getting prospects’
attention,” says Marketing Director
Thomas C. Davis.

So Interstate has armed dealers with

portable sound/slide programs that
clearly explain the difference and point
up the advantages of owning an Inter-
state home. Forty dealers in seven
western states use the system, which
consists of audiotape cassettes syn-
chronized with slides.

“We're selling three programs at
$21 each,” says Davis. “Each dealer
has bought all three. And they’ve also
purchased rear-screen projectors so
that they can show the programs
anywhere, and blank cassettes so they
can add their own material.”




2IMOUSDIAING e




Two days of intensive study in. . .
Market research

Product development

On-site merchandising

Model homes

Sales offices

Advertising and promotion
Post-sales programs

Here's why you should attend

Because what separates ftoday's hot

projects from the slow sellers is,
more than anything else, marketing
professionalism.

Because this professionalism is nof
restricted fo large-volume
developers, buf can be applied by
any builder, large or small.

And because as today's housing
marlef tightens, effective
marketing can provide you with the
crucial competitive edge.

Housing's Effective
Marketing & Merchandising Seminar
will show you. . .

How to find out
who your prospects are
and what they want

How to make
your product appeal
to those prospects

How to merchandise
that product effectively,
both on-site and off




Specifically, you'll study these key marketing subjects:

Market research

B How to get meaningful dara
on your market

B How fo turn market data intfo
useable information

B What you can do yourself in
researching your market

B How to get maximum benefit
from shopping your
competition

Product development

B How to come up with the right
Elons for your markef

B How to furn plans that don't
sell info plans that do sell

B How fo get the best—and the
most—from your architect

On-site merchandising

B How to design model areas
that worls

B How fo sef up a sales frap that
doesn't turn prospects off

B What if rakes to make a good
sales office af reasonable cost

B How fo use graphics fo create
a sfrong project image

Model Homes

B What is the difference
between interior design and
interior merchandising

Special Seminar Features

B How fo design for specific
buyer profiles

B How fo enhance architectural
features—and play down
architectural defects

B How to present the
unfurnished model effectively

B How much to pay for
model-home design services

Advertising and promotion

B How to budget your
advertising dollars

B How fo get the most from an
advertising agency

B How fo frarget specific markets
with your ads

B What makes an effective
advertising mix

B How fo build traffic with special

romotions

B How to build strong

public-relations programs

Post-sales programs

B How to make referrals your
number one source of sales

B How to turn happy customers
into profitable sales leads

B Why the sale never really ends

O Problem-solving clinics where our instructors will work
with your floor plans, brochures, ads, model areas
and sales office layouts, etc. Please bring any such
materials with you to the seminar. (Blueprints are
better than brochure floor plans.)

O A comprehensive workbook that will serve as a
permanent reference guide.

O Forms and schedules for market research,
competitive shopping and budgeting, etc., that you
can adapt fo your own operations.

O A personally developed Marketing Action Plan for
ideas and programs that you can put to work

immediately.

To see how fo register, turn the page




Seminar Registration

To reqister, please complete and refurn the
COLg)Oﬂ below to Housing,

McGraw-Hill, Inc., 1221 Avenue of the
Americas, N.Y., N.Y. 10020. Or you may
register by calling (212) 997-6692. All
registrations will be confirmed by mail.

Seminar Fee

The registrafion fee includes the cost

of all luncheons, workbooks, and meetin
materials.

Seminar Dept.

Seminar Hours
Registration starts at 8:30 a.m. Sessions run fo
5:00 p.m.

Hotel Reservations

Housing Magazine does not make
individual room reservations for seminar
participants but we have arranged with
the hotels to hold a limited block of
rooms for our attendees.

You can reserve your room af the
Marriott in Newporf Beach by phoning
(714) 640-4000; at the Brown Palace in
Denver by phoning (303) 825-3111;
and at the Copley Plaza in Boston by
phoning (617) 267-5300.

Be sure to say you are ottending the
Housin? Magazine seminar to identify
yourself with our group. This will assure

you of the special room rate. In most
cities space is limited so please make
your reservations as early as possible.

An income tax deduction is allowed for
expenses of education (includes registration
fees, fravel, meals, lodgings) undertaken fo
maintain and improve professional skill. See
Treasury regulation 1.162-5 Coughlin vs.
Commissioner 203F.2d307.

Additional registrations

Housing
McGraw-Hill, Inc.

from my company:

1221 Avenue of the
Americas

Name

Company
N.Y., N.Y. 10020

Title

Gentlemen: Please Address
reqgister me in the

Name

EFFECTIVE MARKETING & Ciry
MEREHANDISING seminar

Title

checked below. Phone

O Newport Beach, CA. Signature

March 12-13,
Marriott Hotel

[J Denver, CO.,
May 21-22,
Brown Palace Hotel

[ Boston, MA.
June 18-19,
Copley Plaza Horel

O Check payable to
Housing enclosed

O Bill my company
O Bill me
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Now, For the First Time,
You Can Analyze
an Apartment Deal

Instantly

with Ed Kelley’s comprehensive new book, Cost,
Rent and Profit Computer: Rental Apartments

...a unique system of charts that
shows the relationship between these
key factors:

® Rents

m Average apartment sizes

m Hard and soft construction costs

m Operating expenses

m Efficiency factors

m Mortgage rates

m Investor yields

Anyone who has tried to analyze an apart-
ment deal with a pocket calculator knows that
it can take hours, even days, to consider all
the possible combinations of these factors.

But with Ed Kelley’s charts you can do it in
a matter of minutes!

If, for example, your monthly rent require-
ment is too high for your market, in no time at
all you can find the best combination of
adjustments: smaller apartments, lower yield,
cheaper land, etc.

HOUSING PRESS
McGraw-Hill, Inc.
1221 Avenue of the Americas

New York, N.Y. 10020 Name o

Please send me 1" eopy.
(copies) of COST, RENT,-AND
PROFIT COMPUTER: RENTAL

Address ]

APARTMENTS at $47.00 each. City LI A . S

For overseas airmail delivery
please add $5.00

WHO WILL BENEFIT FROM THIS
BOOK

Builder/Developers looking for the best
combination of variables in putting apartment
deals together.

Lenders evaluating apartment development
loan submissions.

Appraisers needing to stay abreast of
current market conditions.

Brokers and Real Estate Sales People
needing to thoroughly understand real estate
investment economics to properly serve their
clients.

Investors trying to determine if their money is
going into a viable deal.

Government Agencies, requiring help in
broadening their knowledge of the economics
of investment rental housing.

Managers trying to understand and justify the
need for higher rents.

Payment must accompany your order.
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Housing

in’79:
A sllde

but not a slump

The tidal wave of credit has finally crested.

Consumers, worried about bad news on the
economic front, are backing off. And housing
will take it on the chin. Not a knockout blow, by
any means, but hard enough to slow the action.
Which, considering the furious pace of the past
two years, isn’t all bad.

Scenario ’79: Starts will tail off 15-20% to the
1.6-1.7 million plateau. Hardly a collapse. It’s
the shallowest end-of-boom slide in history.

Housing, in short, remains resilient and strong.
Sure, demand is going to slow next year. But a
good long-term demographics picture ensures

that it will come back at the slightest provocation.

And sure, those big two-million-unit years are
over for awhile. But builders aren’t reaching for
the crying towel. Indeed, they welcome this
break.

For things were getting out of hand. Mainly
because most of what was supposed to occur in
*78 didn’t happen. Especially in the money mar-
kets. Credit, instead of tightening, fairly exploded
as the thrifts got flush with new money market
certificates and the feds pumped a whopping $47
billion into housing (charts, facing page). Mortgage
money, as predicted, did get more expensive. But
this deterred buyers not one whit. Not even in
pace-setting California, where rates may well hit
11% by year-end. Nor was the public put off by
soaring new-home prices, up another 15% this
year. Why? Because most Americans can add.
And the arithmetic says that housing is still the
best inflation-hedge buy around. So there was
no lull in *78 and builders, who desperately
needed a breather after the previous year’s capac-
ity-straining exertions, had to run hard —again.

Clearly, something had to give—and it did.
Sales are now down in many areas. Traffic too.
Rising ownership costs (especially for income-
stretchers) no doubt account for some of the fall-
back. But the main reason is that people are wor-

ried about the economy and their jobs. Nor were
they reassured on this score when recent infla-
tion-control moves by the Administration and
the Federal Reserve Board triggered a new blast
of recession-scare headlines. Consumers, as a
result, are now taking a more defensive stance.

So much for the climate. Here’s the weather
report.

Hardest hit by next year’s slowdown will be
the single-family sector which, as the old Cole
Porter lyric goes, “was too hot not to cool down.”
The loss: a 15% drop to 1.1 million starts. Prices,
on the other hand, will shoot up another 10% to
$69,000 (average) and $63,000 (median). Multi-
family, which appears to be locked in at the
500,000-600,000 units level, should continue to
tread watér. Mobile homes also remain stuck on
a slow-growth track. Shipments will come in at
a bit more than 300,000, an anemic 8% gain.

And finally, the booming resale market will
continue to go its merry way. Turnover of exist-
ing homes should approach the four-million mark
(up from 3.85 million this year) and the median
price will jump another 13% to almost $55,000.
Proving once again what wonders an inflation
psychology can work on a price structure.

There are some pitfalls, though. The Fed’s new
money policy is going to build a lot more pressure
under interest rates, virtually assuring that mort-
gage funds will be tighter and more costly in ’79.
But there’s considerably less certainty about a
recession. About all that can be said at this point
is that the alarm has been sounded.

Consider this, however. All of the builders in-
terviewed in preparing this article already had
the red flags flying well before Washington an-
nounced its new Rx for the overheated economy.
Their prevailing mood going into ’79: “It’s going
to be a tough year, so tighten your belt and pro-
ceed with caution.”

—BILL MULLIGAN
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Tighter and costlier
money will slow housing

Next year’s hottest topic—and No.
1 problem—will be financing.
Specifically, the high cost and lack
thereof.

The eminent Salomon Brothers
economist Henry Kaufman sizes up
’79 as “‘a year in which the financial
environment will be turning
significantly negative for housing.”

How negative?

Not very, in terms of starts.
Kaufman looks for a 15% drop to
1.7 million.

But mortgage costs “will rise
1-1%2% or more,” he predicts. That
means rates of 11-11%2%.

Although housing demand has
been seemingly immune to any cost
increases of late, most experts feel
that 11% mortgages will dampen the
ardor of some would-be homeowners
and shut out still others. Particularly
first-time buyers who don’t have
substantial equity to fall back on.

Thus does housing become the
first casualty in the government’s
newly-declared war on inflation.

Turn of the screw. Moreover, the
action will get rougher. Thrift
institutions plan to reduce mortgage
lending. Construction financing will
be available from commercial
banks—but at rates approaching
1974’s peak levels. Which is to say
13-15%.

Next year’s market conditions will
be influenced by two blockbuster
events in '78. One was last summer’s
introduction of a new
mortgage-financing tool: money
market certificates. The other, of
course, was Washington’s decision
to attack inflation and support the
dollar.

The MMCs, following their dramatic
debut, were hailed as housing’s
saviour. They drew big inflows of
money that staved off
disintermediation, and lenders had
more than enough money to support
another big housing year.

Rising T-bill rates eventually undid
the program, however. Thrifts found

they had become anathema to
lenders.

Said President Saul Klaman of
the National Association of Mutual
Savings Banks: “All they really did
was postpone the disintermediation
and shortage of mortgage funds that’s
coming.”

‘It’s a nervous time.’ The S&Ls are
under the gun too. Particularly this
month, when $30-32 billion in MMCs
(about 8% of total savings) must be
rolled over. Plus an additional $8-10
billion in other interest-sensitive,
short-term liabilities (e.g.,
big-denomination CDs).

Says Ken Thygerson, chief
economist of the U.S. League of
Saving Associations: “It’s a nervous
time. The S&Ls must sell very
aggressively just to hold what they’ve
committed to mortgages. And they
have to eat those high rates to protect
what’s been built up. Moreover,
commitments are being shut off
because nobody wants to risk losing
what they have now.”

The s&Ls’ mortgage volume will
dip by 12% to $95 billion in 1979.
Savings flows are expected to come
in at $35-40 billion, down about 15%.

The Carter-Federal Reserve Board
bombshell came in October. Inflation
will be halted if not licked, the
Administration announced. And the
words were backed by action. The
Fed upped the discount rate a full
1% to a new high of 9'4%, thus
ensuring a further run-up of all
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interest rates. In addition, the Fed
laid on some heavy cash-reserve
requirements (almost $3 billion) for
the big banks.

The upshot was a revival of
recession talk.

This was just an opening gambit,
cautions James O’Leary, vice
chairman of U.S. Trust Co. “The
Fed has to follow through. They must
make it clear that continued credit
growth and expansion of the money
supply simply can’t be tolerated.”

And in today’s climate of high
interest rates, O’Leary says, the
prime rate may soon hit 11%2%. The
MMC rates are headed up, too,
making home loans even less
attractive for thrifts (unless, of
course, mortgage rates go much
higher than expected). And so thrifts
figure to be putting much of their
money into short-term, high-yield
investments. Sort of a reverse
disintermediation.

How high the moon? Where will
mortgage rates go?

“They should peak at 11% by the
end of this year if not sooner,” states
Kenneth Biederman, chief economist
for the Federal Home Loan Bank
Board.

And those skyrocket rates in
California—now close to 11%?

Biederman says the entire West
is pretty much in a separate category.
“Mainly because of different
consumer expectations,” he explains,
“which are reflected in the area’s
amazing escalation in home prices.”

For example: Last August, the
median price of a new house in the
U.S. was up 14.6% for the year,
20.5% in the West. Prices of homes
in the other three regions ranged
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BUILDERS: IT’S A MOVE IN THE RIGHT DIRECTION

about it.”

/

L;f"‘.""-ﬂﬁ
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“With this kind “This way ‘It now appears
of inflation, [ with tighter credit] that consumer
you either look we should psychology has
the other way come out of it undergone a

or do something a lot faster.” massive change.’

M

| Robert Levenstein

“Housing needs
a breather . . .
the market will
still be there.”

£
| #3

Jim Ryan Dave Fox
Chairman President President
Ryland Group Kaufman and Broad Fox & Jacobs

from $40,000 to $47,000—but a
hefty $68,000 in western states.
What’s more, area prices have tripled
since 1968 (from $23,000). At that
rate, the median price would be well
over $200,000 in 1988. And there’s
more. About 13% of all homes in the
U.S. are priced over $90,000 (up
from only 3% in ‘75). Share in the
West: 25%.

Says Biederman of the Westerners:
“They have to forgo something.
Incomes just aren’t rising that fast.”

Policy reaction. Industry reactions
to the Administration’s new inflation
policy have been almost uniformly
positive. The general feeling: better
strong medicine now than collapse
later. It’s felt that tighter credit may
sting for awhile, but most observers
agree that this will ultimately benefit
both builders and buyers.

Taking an opposite view, though,
is Michael Sumichrast. The National
Association of Home Builders’ chief
economist envisions little short of
calamity, specifically: a drying-up
of mortgage funds, sharply declining
production rates, plummeting sales
for 12 to 18 months and a rapid rise
in unsold inventories.

Sumichrast has revised his earlier
forecast downward, and he calls now
for 1.56 million starts. That’s off
about 115,000 units (almost all
single-family) from his first call. He
also predicts that sales will drop 30%
to 510,400 (vs. this year’s 732,000).
About the only saving grace he sees
in next year’s outlook is lower prices
of key building materials.

Adjusting interest rates, the
economist feels, just isn’t going to
cure inflation; he says nothing short
of a massive federal spending cut
will do the job.

The optimists. Ken Kerin, chief
economist for the National Associa-
tion of Realtors, takes a rosier view.
He believes starts will hit 1.8 million.
And despite some late area reports
of a slowdown, he still insists that
resales will reach near 4 million.

Another bright-sider is Dick
O’Neill, the former editor of HOUSE
& HOME. Now a housing-industry
consultant and publisher of The
O’Neill Report, he was one of the few
seers to forecast the *78 starts total
on the nose.

On the premise that housing is the
irresistible buy because of its built-in
tax breaks and 10-15% appreciation,
O’Neill predicts 1.8 million starts in
his “worst case” scenario for 1979.
With just a bit of luck, he insists,
housing could have another 2-million
year.

And although many forecasters
all-but-guarantee hard times for
single-family builders, Thomas Harter
of the Mortgage Bankers Association
projects starts of 1.4 million in that
sector alone.

Cool-off on Coast? The $64 ques-
tion in housing circles remains: What
does it take to cool California buyers?

“For a while there I thought the
prospect of 11-112% money would
dampen demand but now it looks
more like 11'4-12%,” observes Mau-
rice Mann, vice chairman of Warburg

Paribas Becker, the San Francisco
investment banking firm.

Mann is the former president of
the Federal Home Loan Bank in San
Francisco who made a reputation by
checkmating the housing speculators
a few seasons ago. He says the state’s
S&Ls are now raising rates in order
to discourage mortgage demand.

“They don’t have as much money
now and they don’t want to put it in
mortgages —especially when they
can put it into any number of other
short-term, higher-yield investments.”

‘Normal downturn.” A Wall Street-
er offers this summary. Says Dick
Bove, vice president of Wertheim:

“We’re going to have a normal,
cyclical downturn in housing. Nothing
like 1973-75, though. Conditions are
altogether different now, especially
in terms of liquidity. Most companies
are cash-rich. There’s no overbuilding
or excessive inventory.”

No one is overextended but the
consumer, Bove insists, “and as long
as he holds his job, he'll pay down
the debt.”

And Harry Schwartz, recently
retired as the chief economist for
Fannie Mae and now a Washington
consultant and publisher of the Mort-
gage Market Prospects, adds this word:

“Next year’s downturn should help
everybody. Too many people have
already stretched their ability to pay.
Furthermore, all this hedge-buying
has probably stolen a lot of future
demand.

“A slow but steady year is the best
thing that could happen to housing.”

TO NEXT PAGE
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President Vice President
Shapell Industries Shelter Division
» Weyerhaeuser Co.

BUILDING LEADERS TALK ABOUT THEIR NEW BATTLE PLANS

“People still “We're taking “No starts
prefer a strong without
single-family position on salesin '79.”
but they can't finished lots.”

afford it.”

Builders switch mix
for better fix on ’79

Homebuilders have been down this
road before. Memories of 1973-75
still bite.

This time around, however, the
radar clicked on early. It was sending
alert signals long before Washington
set its new anti-inflation course. The
wired-in builders thus were able to
tailor their plans accordingly.

“When it comes to the kind of
inflation we’ve been living with,”
offers President Guy Odom of U.S.
Home, “you can look the other way
or do something about it.”

So Odom says he expected the
Carter administration’s move,
although he didn’t think it would be
SO severe.

“Shortages of labor and materials
will ease next year and be replaced
by competition,” he predicts.
“However, higher interest costs and
home prices should take quite a few
layers out of the market—especially
in the single-family sector.”

A move to condos.Mindful of the
traditional market’s weakness, U.S.
Home plans to build more two and
three-story condo apartments in
metro areas. Ranging from 1,000 to
1,400 sq. ft., these units will sell 20%
below the company’s bottom-priced
detached houses in each market.

In Houston, where single-family
starts at $40,000, the condos will go
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in at $32,000.

Plans call for the addition of 3,800
such units in two years: 1,000 each
in Florida and Texas, 700 in
Colorado and the rest in New
Orleans, Phoenix, Chicago and
Minneapolis.

The condos’ share of U.S. Home’s
housing mix may reach 30% this
year, up from 15% in 1977. Explains
Odom: “We're gearing for a rugged
year. Some builders will be crying
the blues in *79, others won’t be able
to handle the demand. After all, the
nature of this business is to create
customers, not interest rates. Caution
is certainly called for but it’s also
going to be a year of opportunity.
One in which we expect to top this
year’s record performance. Basically,
we want credibility —and sometimes
it takes a downturn to get it.”

‘More affordable housing?’ Also
slated to build less single-family next
year: Shapell Industries.

Taking up the slack will be more
production of condos and townhouses,
with pricetags topping out at
$100,000. Which also happens to the
builder’s starting price for single-
family units.

“We changed the mix to get more
affordable housing,” says President
Nathan Shapell. *“*Most people still
prefer single-family but they can’t

“Condos
are going

to be

very strong.”

Cenvill Communities

afford it. Fewer and fewer buyers
are qualifying. Condos and town-
houses now account for 15-20% of
our total production. It could go as
high as 50%.”

Danger signals. Doug Moe, Irvine's
residential marketing director, says
the big Orange County builder is
having its best sales year but he
warns:

“There are some storm clouds
gathering —a shortage of mortgage
money and harder-to-get building
approvals. The market, on the other
hand, has slowed somewhat and ap-
pears to be settling into a more nor-
mal groove.”

Some builders in the area aren’t
doing so well, Moe reports. “They’re
still living in 1976-77, and their ex-
pectations are not being met. So give-
aways are in vogue to hype sales.”

And Chicago’s Jack Hoffman,
president of the Hoffman Group,
says that “there’s enough in the pipe
already sold that it will carry us
through early ‘79, but I'm not at all
optimistic about what will sell from
now on— particularly if interest rates
go up. Then we’ll see more than a
few market dropouts.”

Hoffman will also change mix:
“Less single-family and more lower-
price four- and eight-plexes. Fewer
elevator condo high-rises.”

Reason?

“It’s almost a perfect time for
another big condo bust. So we’ll just
play it safe and stick to the plexes,
where you don’t have too much con-




centrated in one building.”

Hoffman says the slowdown will
come as “a welcome pause. This year
was chaotic.”

Levitt’s strategy. Then there’s the
Levitt Corp., which expects its Puerto
Rican and Florida markets to take
up any slack that develops in its
Chicago operation next year.

“OQur profit margins in the Midwest
won’t be as good next year,” explains

’79 STARTS:
WHAT‘S YOUR GUESS?

Here are latest forecasts of
some of housing’s top econ-
omists:

(millions)
Dalton/Ginnie Mae 1.7-1.8
Kirin/NAR 1.75-1.8
O'Leary/U.S. Trust 1.7
Klaman/NAMSB 1.6-1.7
Plant/Freddie Mac 1.7-1.8
Bove/Wertheim 1.5
Harter/MBA 1.7-1.75
Mann/Warburg
Paribas Becker 1.5-1.6
Thygerson/USLSA 1.65
Schwartz/Consultant 1.7
Kaufman/Solomon Bros. 1.7
Christie/McGraw-Hill 1.65
Biederman/FHLBB 1.75-1.8
Slater/Commerce Dept. 1.65
O’Neil/Consultant 1.8-2.0
Treadway/Fannie Mae 1.7
Sumichrast/NAHB 1.56
Sternlieb/Rutgers 1.7

“‘Some ‘We see ‘A lot depends
builders some on where

are still opportunities you build.”
living in in rentals.”

1976-77."

Doug Moe Malcolm Prine Leonard Miller
Residential President Chairman
Marketing Director ‘Ryan Homes Lennar Corp.
Irvine Co.

President Ned Eichler. “That’s be-
cause we anticipated a downturn and
tried to keep our volume up by selling
at tighter margins.”

Apparently the strategy worked.
According to Eichler, some Chicago
builders who had been moving 20 to
30 units a week are now down to
five. But Levitt continues to sell a
consistent 8 to 15 units a week.

Low-end units are still going great
guns in Chicago, Eichler says, as are
condo conversions. But single-family
sales have dropped dramatically.
Resales, which had been very strong,
now appear to be slowing too.

Ironically, the slowdown comes
when there’s a huge backlog of orders
for new houses that can’t be deliv-
ered. Unclogging the pipeline could
take until next summer or fall.

Shifts in the Northwest. Weyer-
haeuser has made some hard
decisions, too. Its top priority in *79:
a new line of condo duplexes and
townhouses to ease the pressure of
single-family prices.

The company also plans to run
wide open on lot development, even
if it results in an oversupply. “Not
much choice,” explains Jack
Creighton, vice president of the
shelter division at Weyerhaeuser’s
headquarters in Tacoma, Wash.
“Between escalating land costs and
increased governmental restraints,
you’ve got to take a strong position
on finished lots.”

Weyerhaeuser is also slowing its
starts rate. Instead of building 40 to

“More four
and
eight-plexes.”

Jack Hoffman
President
Hoffman Group

50 homes at a clip, it will do about
20. And while all slabs will be poured
fast to beat the weather, framing
won’t start nearly as quickly.

Condos for Florida. Cenvill
Communities, a specialist in retiree
housing, is probably better insulated
against a slowdown than most.
Reason: Its low-medium cost
($20-45,000) housing is decidedly
affordable for retirees and
vacationers.

Coming off “a super ’78,”
Chairman H. Irwin Levy says, the
company has a huge backlog of sold
but undelivered units. “Next year
we think condos are going to be very
strong,” Levy says, but he admits to
fears about tight money and higher
costs. (Construction costs in Florida
have been increasing 15% to 18%
yearly.)

Other than for some single-family
operations in California, Cenvill
operates only in Florida. That could
be a big plus. The state, with an
economy that is almost self-
sustaining, should be among the
last to suffer in a recession. But Levy
remains wary.

“When a house of ill repute is
raided,” he observes, “even the piano
player goes to jail.”

Ryan into rentals. Apprehension
marks the mood at Ryan Homes,
too. Although the company will be
busy for six months, thanks to a big
backlog of presold but unshipped
orders, the future is less certain.
“Sales are expected to ease in early

TO NEXT PAGE



FORECAST CONTINUED

’79,” says President Mac Prine, “and
building activity should be much
slower in the second-half.”

But perhaps not on the multifamily
side. Ryan, never a factor in this
market, is going to take a shot at
rental housing next year.

How much of a shot?

“We don’t know yet,” says Prine.
“But present conditions have created
some opportunities for us that weren’t
there before.”

Ryan will further reduce the risk
factor by offering these units to
outside investors.

A sag in the Southwest. “It’s a
delicate time for housing,” notes
President Paul Seegers of Centex.
“There’s been a general slowing over
the past four months—more apparent
outside the Southwest—but it looks
like mortgage rates may go higher
anyway.”

Seegers feels a 20% drop in
housing starts will help—mainly to
relieve the shortages of labor and
materials caused by a two-year run
of peak building.

Centex will play it conservatively
in ’79. “No starts without sales,”
Seegers says, “and a lot of work on
profit margins. In particular, we'll
be trying to pin down our costs in
advance.”

Pulte’s warning. Chairman James
Grosfeld of Pulte Homes issues this
caveat: “If you don’t have
prearranged mortgage credit for 79
customers, chances are you’re in
trouble.”

More than ever, Grosfeld feels,
financing will spell the difference
between a good and bad year. Indeed,
he says some builders have already
begun to feel the pinch, especially
those who have to rely on higher-cost
mortgage money.

Pulte, whose revenues and net
incomes rose 40% and 58% in the
third-quarter, is shooting to boost its
market share in *79. How?

“By sticking to our basic game
plan,” says Grosfeld, “which means
low inventory, high liquidity, strong
finances —and touching a// bases.”

K&B’s plans. Kaufman and Broad
sees '79 as a turning point in the
economy. “But it could go either
way,” believes President Robert
Levenstein. “We also think that
consumer psychology has undergone
a massive change, brought on by
discouraging economic news.”

Sales have turned down sharply,
-he notes, especially in
$100,000-and-up houses. Even more
significant, he feels, is the
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performance of resales. “These units
are now turning over at a slower
pace. And that’s a problem because
most of our buyers are second-timers
who need that equity from their
present homes.”

In short, says Levenstein, this is
no time to take gambles. “With the
exception of excellent locations, we're
going to stay away from expensive
housing and concentrate on the more
popular price ranges—under
$80,000.”

Ryland’s approach. Chairman Jim
Ryan of the Ryland Group doubts
that “the Fed has the delicate touch
needed to tune the economy so that
we get slight inflation or slight
recession. So it’s likely that housing
will be down significantly.”

The builder, however, feels the
situation called for drastic steps. “If
soaring construction costs and
housing prices were allowed to
continue, it would ultimately require
even stronger measures to halt the
spiral. This way, we should come out
of it a lot faster.”

Ryland, which builds under
$50,000 homes, plans to meet the
’79 challenge with a new line of
smaller homes starting as low as 840
sq. ft.

Says Ryan: “These aren’t so
popular in good times when people
want more of everything and are
willing to take on risk, but they
should be right for tomorrow’s
marketplace.”

Lennar’s program. Lennar Corp. is
another builder of low-moderate-cost
($35-$40,000) housing that seems
well positioned. “Starts could drop
to 1.6 million next year,” says
Chairman Leonard Miller, “but a
lot depends on where you build. We
operate in Florida, Arizona and
Michigan, and some of these areas
may be hit harder than others.”

Miller, however, thinks housing
has an ace in the hole—its investment
pull on the public: “If people can
afford to buy, I don’t think they’re
going to stay out of the market very
long.”

Lennar intends to blanket major
metro areas with condos and
townhouses at, of course, the expense
of single-family. It also expects
condos to account for a much bigger
slice of the total sales pie.

Fox: ‘Bubble must burst.’
Comments President Dave Fox of
Fox & Jacobs: ““Any time you have
a situation in which the public’s
expectations are being fueled by an
inflation that keeps them buying

despite higher and higher costs—that
bubble always has to burst.”

Maybe the bubble hasn’t burst but
it has definitely sprung a leak. Best
evidence: For the last 45 to 60 days
sales and traffic have been off in
both Houston and Dallas-Fort Worth,
two of the country’s three hottest
markets.

“I think it’s very healthy,” says
Fox. “Sure, business may be down
some. But the market is still there.
The slowdown, moreover, comes at
a good time because the industry
was overreaching in terms of its
capacity.

“Housing, at this point, definitely
needs a breathing spell.”
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Across the country:

From near crisis on the Coast
to gloom on the Seaboard

While most regions will take the ‘79
slowdown in stride, others are sailing
into stormy weather.

West Coast builders, already under
the gun because of a potentially
explosive supply-demand imbalance,
face a rough go—maybe even a
shakeout. And, 3,000 miles away,
severe credit rationing figures to deal
the New York market yet another
body blow.

These are the extremes, though.
Most other areas are in relatively
good shape. '

First the bad news. In the Far
West, builders are now feeling the
full —and highly adverse —impact of
no-growth restrictions. Particularly
in California, where it all started
seven years ago. Increased constraints

*Projected. NOTE: Western region includes Alaska and Hawaii.

(with an extra push from Proposition
13) have created a powder-keg
situation that could blow at any time.

Reason: Although demand won't
quit, a tightly-controlled and
astronomically-priced land supply
has made affordable housing scarcer
than a cheap bag of cement.

Environmental squeeze.Ken Agid,
whose consulting firm (Market
Profiles of Irvine, Calif.) tracks
housing in the West, spells out the
grim details.

Why are finished-lot costs so high?
Blame government, says Agid. “City
officials, in the guise of protecting
the environment, want to slow, inhibit
aand eliminate growth. Their chief
weapons are federal air-quality
standards that put restraints on the

expansion of sewer-treatment
capacity. Result: no hookups for
building sites.”

This, he claims, has resulted in an
artificial shortage of zoned and
zonable land. “And it’s forcing
builders to build in an already
overbuilt market, thus compounding
the problem.”

But he believes the pendulum may
swing the other way in *79, based on
events in bellwether California.

“Building will be down sharply
next year. Not for want of demand,
shortages of inexpensive mortgage
money or a lack of front-end
investment capital —there’s plenty
of that around —but because there
isn’t enough land available to build
what’s vitally needed: affordable i

Source: NAHB Econometric Forecasting Service.
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housing. The state says it needs to
build 280,000 units a year for the
next five years to meet rising demand.
Yet we’ll be lucky if starts hit
230,000 in *78. And Bank of America
has forecast 185,000 starts next year.
At this rate, we could end up with

a shortfall of 500,000 units by 1981.
Which, in my book, is a near crisis.”

Unused land. Ironically, only 2.2%
of California’s 100 million acres is
now in urban development, the rest
being open space. According to Agid,
it would take a mere 1% of the state’s
landhold to accommodate all
projected residential, commercial
and industrial growth over the next
20 years.

Competition has sent land values
soaring. Developers have bid
finished-lot prices up to $40-50,000.
And government-protected coastal
land is virtually untouchable.
Finished lots that sold for $60-70,000
in 1972 now fetch up to $400,000.

Home prices, in turn, have shot
up. Statewide, the median price of
a single-family detached house is
$86,800 —up 18% for the year—and
could hit $100,000 by next June,
says Agid. And in Orange County,
he notes, these units are averaging
almost $125,000.

Recession? ‘Can’t happen.’Although
California faces some thorny housing
problems, recession is not one of
them.

“Can’t happen,” says Agid. “We've
got a strong demand and a sorely
undersupplied market. That demand
has not yet been put off by higher
mortgage rates. Homes costing under
$80,000 will be snapped up as fast
as they're offered.”

But the consultant does warn of
a shakeout. “Because of the high
cost of acquiring and holding land,
some small, marginally financed
builders may not have staying
power.”
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New York: Going to the mat

Area builders, coming off a bitterly
disappointing year, stand to take an
even worse shellacking in ’79.

Reason: With an 8'2% usury-law
ceiling, the lowest in the country,
lenders don’t figure to be writing
much new mortgage volume. What’s
more, state banking laws prohibit
lenders from charging fees, thus
driving another spike into housing.
(Some states that have 10% ceilings
permit the lender to charge fees up
to 6% of the purchase price.)

Last year it was a demand-
dominated market. In *79, as Advance
Mortgage Corp. of Detroit
puts it, “money will rule.”

The squeeze has already started.
Most thrifts are virtually out of the
New York market and those that

remain, afraid to make commitments
for new construction, are reserving
most of their play for resales.

Surprises in store. Commercial
banks, oddly enough, are still making
10% mortgages with 20% down.
That’s due to a federal law that
allows big national banks to lend at
1% above the Fed’s discount rate.
However, points out Advance, they
too limit most of their loans to
existing homes. Why? Because of
fears that the discount rate may rise
again before takeout commitments
are funded, thus leaving them subject
to the state ceiling again.

Lenders, in short, will have a
surprise waiting for the New York
homebuyer in 79 —stiff down-
payment and loan requirements.

Canadian housing: Down off the pea

Builders, who had their problems in
78, are keeping a close watch on the
economy. And the outlook is not so
good.

The bad news includes 9%
inflation, a million unemployed and
a drop in disposable income (this
should improve a bit with the thaw
of a four-year wage freeze). Another
concern arose recently when the
Canadian dollar fell 15% against its
feeble American cousin, further
eroding the confidence and optimism
of the Canadian public.

The Dominion, moreover, is edgy
about 1979 because it will have to
elect a new government. Dominating
any election, of course, will be the
highly explosive issue of Quebec’s
future. (Latest polls say the
Conservatives will defeat Prime
Minister Pierre Trudeau’s ruling
Liberals.)

Deceptive starts figures. None of
this bodes well for housing. Statistics
don’t even tell the full story. For
instance: Starts will come in at about
220,000 this year, down 11% from
7foe

Next year’s forecast?

Unchanged, reports the Housing
and Urban Development Association
of Canada. That sounds almost
good —until you look behind the
numbers.

First, the current picture. For
about five years, there has been an
excess of mortgage money at
affordable rates. Two months ago,
however, the Central Bank raised

the prime rate to 11%, pushing the
cost of mortgage money from
10-10%% to 11-11'/%.

Rates probably won’t remain that
high next year, says Bill McCance,
the HUDAC research director. “There’s
just too much money still available
and too many lenders in
competition.”

Inventory. Going into '79, there will
be an unsold inventory of 70,000
homes—more than a three-month
supply when everyone is building.
But not everybody is, so it may take
quite a time to work off this stock.
What’s more, many of these units
have gone begging for up to three
years. And some went on market at
prices $10-15,000 below their
building cost.

Says McCance: “Condo high-rise
accounts for the biggest percentage
of current inventory. And that’s due
to overbuilding, not lack of demand.
Furthermore, patterns fluctuate
widely by area. Demand is down
25-35% in British Columbia and up
that much in Alberta.

“Record land costs are a factor,
too. Single-family lots now go as
high as $80,000 in Toronto and
Vancouver. In Toronto, you can’t
get a finished lot for less than
$30-35,000.”

Loss of used-home sales. Resales
are also taking a beating. Blair
Jackson, executive vice president of
the Canadian Real Estate
Association, says demand has
flattened. He estimates that Realtors




So it looks like a lean year for
builders, many of whom have little
or no fat to live off. For, despite a
recovery that saw the state’s economy
achieve its best performance in eight
years, single-family permits in '78
were at the lowest level since World

War Il—and 30% below the ’77 total.

Disaster, thy name is usury.

And on the brighter side...

One of the few nice things about a
downturn is that somebody always
ends up in the winner’s circle. And
usually because he was in the right
place at the right time—with the
right product to sell.

With one eye on money rates and
the other on current demand patterns,
Consultant Alfred Gobar (Real
Estate Information Systems of Brea,
Calif.) sees a lot of opportunity out
there. Some of his best bets:

®Seattle— Boeing is OK again and
the economy is humming. Still a lot
of unmet demand.

®North Carolina— Tarheelers, with
no surplus to speak of, are ripe for
new housing. Especially Charlotte.

®Tulsa, Oklahoma City, Little
Rock — The same story for all: an

across-the-board shortage of housing.

® Pittsburgh— Will soon need more
single-family. Prime for some rentals
too (ask Ryan Homes).

®Las Vegas— Market is so
undersupplied that workers at two
new casinos live in campgrounds.

®Washington — Rentals abound but
not enough for-sale to go around.

®New Hampshire—The main
chance: a wave of new arrivals fleeing
Massachusetts to beat the high taxes.

®Phoenix — Hasn’t lost any steam.
Could get crowded, though, if
slowed-down California builders turn
this way.

This, of course, is just a sampler.
Cases can be made for any number
of other markets. Like the man said:

Opportunity is where you find it.

will move 170,000 existing homes in
>78 and about the same number next
year.

“We’re selling about 32% of the
available supply, or one of every
three,” he notes. Only bright spot:
Prices are up about 5% and average
nearly $60,000.

Housing people, of course, have a
big stake in the upcoming federal
election. That’s because the
Conservative Party says that, if
elected, it will propose for the first
time in Canada a law allowing
homeowners to deduct mortgage
interest payments against income tax
and property taxes up to $1,000.

So it’s no wonder, with that fat
carrot being waved under their noses,
that Canadians are in no hurry to
buy homes at this time.

Where are the children? The future
promises little relief.

Just ask Central Mortgage and
Housing Corp. The agency, Canada’s
equivalent of the FHA, recently
surveyed the Dominion’s long-term
housing needs.

Main finding: Demand will peak

" in 1980 and then decline steadily
until 1996 —at which time starts will
drop to 140,000. Following a slight
recovery, starts should inch up to
150,000 by the year 2000.

Why the slide? Because, says
CMHC, the strong housing demand
created by Canada’s postwar baby
boom is now running out. Indeed, it
peaked in 1976, when starts hit a
record 273,000. Now it’s all downhill.

Explains HUDAC’s McCance:
“Unlike the U.S., which still has a
long way to go, we've gone through
our baby-boom cycle. And our
postwar immigration wave, too.
That’s why starts were so high the
last 10 years. All it means, really, is
that we’ll be returning to a more
normal demand situation.”

The optimists. Not everyone agrees
with the CMHC reading. Frank
Clayton, a Toronto-based consultant
and ex-CMHCer who knows his way
around the demography course, takes
a more optimistic view.

His scenario: Starts will be flat to
down through 1980, mainly due to
earlier overbuilding of condo
apartments. Once this surplus is
worked off, however, starts will climb
every year until 1986. After that, a
marginal decline.

Another consultant who likes
housing’s chances in the next decade
is Winnipeg’s Kenneth Goldstein, a
single-family booster in his own right.

While the various forecasts may
differ, it’s apparent that Canada’s
big years are ending. But that news
has caused but little nail-biting. After
all, it’s reasoned, no boom lasts
forever. Especially in a country whose
population has stabilized at 23
million.

Retreat in good order. It was some
kind of a boom while it lasted. Says
one housing man: “All those
250,000-start years we had were the
equivalent of 2-million years in the
States. We're looking at an orderly

retreat from those levels—not a
sudden nosedive.”

Orderly retreat or no, some
builders figure to get hurt. Says Peter
Perrin, marketing manager of
Bramalea Ltd. in Toronto:

“Smaller builders, in particular,
will have to scramble. There probably
will be a shakeout.”

The yellow brick road. There is an
out for those who can stand the gaff:
that big market south of the border.

A number of Canadian developers
have already made their presence
felt in the U.S. Outfits like Genstar,
Cadillac Fairview, Dayon and
Nu-West. These are big, well-heeled
companies, and they have started up
in such highly competitive markets
as Seattle, San Francisco, Los
Angeles, Houston, Miami and
Monroe County, N.J.

Nor was it a played-out baby boom
that triggered the invasion.

Big profits and a friendlier
operating climate lured these
companies. But the main catnip has
been the “speedy” approvals process
in the States. Which must come as
a mind blower to American builders.

Says Bill McCance: “These people
are tickled about the way things work
in the United States. In Canada,
after 