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Will My House Ever Be Worth What I Paid?? 
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Everyone is aware of the collapse of the real estate market in many areas of the 
country.  It is generally considered that the real estate decline was the catalyst that 
triggered the worldwide financial crisis.  The old joke in real estate is that to understand 
the market all you need to know are three aspects: Location, Location, and Location.  
This has been replaced in the current real estate market by the big six, Supply/Demand, 
Supply/Demand, and Supply/Demand. 
 
Another basic premise to understand the real estate market is that there is no such 
thing as “One Real Estate Market”.  Tip O’Neal, former Speaker of the House, said that 
“All Politics is Local.”  The same can be said about real estate.  This report will cover the 
basic determinants of value and then apply those principles to the National, Regional, 
Wisconsin, and then Local Area real estate. 
 
Real Estate Cycle 
 
Nationally, the peak of the real estate market in the U.S. is generally considered to be 
2006.  This was the turning point from a market that had dramatically increased for the 
previous 10 years.  Unfortunately, there is a presumption that there will be a decline for 
a substantial period of time.  Unlike the business cycle which fluctuates over relatively 
short 3-7 year period, the real estate cycle is generally 10-20 years. 
 
This cycle can be further segmented into either a Sellers’ Market (the upswing) or a 
Buyers’ Market (the downturn) with each of these divided into either a stage 1 or stage 
2.  (Figure 1)  The first step to understanding the current real estate market is to 
determine where we are in this cycle. 
 
Sellers’ Stage 1:  Rising Demand and Rising Prices (Early Seller’s Market) 

• Falling Supply of Homes 
• Building Increases 
• Low Unemployment 
• Prices and Rents Rise 
• Demand for Housing is High 

• Median Days on Market (DOM) Still Declining 
 

Sellers’ Stage 2:   
• DOM  Rise Dramatically 
• Number of Properties on Market Increase 
• Speculation is common 
• Housing Starts Rise 
• Prices for Construction Materials Increase 
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• Business and Job Growth Slows 
 
Buyers’ Stage 1: 

• Excess Supply of Properties 
• Prices and Rents Fall 
• Demand Decreases/Unemployment is High 
• DOM Peaks/ Foreclosures Climb 
• New Construction Suffers 
• Investment Property Prices Fall to New Lows 

 
Buyers’ Stage 2: 

• Market Absorbs Excess Supply 
• DOM Falls 
• Unemployment Falls 
• Rehabbing increases/Rents Increase 
• Investment Values Increase 
• Foreclosure Rates Fall 

 
A cursory look at these criteria indicates that the overall market is now probably in 
Stage 1 of a Buyers’ Market.  These criteria should be separately applied to any market 
analysis being performed. 
 
Supply and Demand 
 
To understand what is happening in a marketplace, it is necessary to understand 
Supply and Demand.  With this understanding it is possible to look at what has been 
happening to the prices, and the quantity being sold, and make an evaluation of what 
might be causing the observed prices and unit sales. 
 
Fundamentally there are only four basic scenarios.  Table 1 illustrates the typical 
relationships. 
 

Table 1:  Supply and Demand for Housing 

Price Direction Unit Sales Volume 
Direction 

Probable Cause 

Price UP Units Sold UP Demand is UP 

Price DOWN Units Sold DOWN Demand is DOWN 

Price UP Units Sold DOWN Supply is DECREASING 

Price DOWN Units Sold UP Supply is INCREASING 

 
With this foundation in place, you can now look at the specific data in a particular 
market and get an initial understanding of what might be happening. 
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National and Regional Market 
 
Table 2 and Table 3 summarize the price and sales trends for the national and regional 
markets.  This data is reported by the National Association of Realtors.  2006 is 
generally believed to have been the peak of the previous real estate cycle. 

 
Table 2:  Median Prices 

Year U.S. Northeast Midwest South West 

2006 $221,900  $271,900  $167,800  $183,700  342,700  

2007 219,000  279,100  165,100  179,300  335,000  

2008 198,100  266,400  154,100  169,200  271,500  

2009 172,100  243,200  142,900  155,000  215,400  

3 Yr % ∆ -22% -11% -15% -16% -37% 

LY % ∆ -13% -9% -7% -8% -21% 

 
The last three years in the national and all regional markets have seen fairly substantial 
price declines.  The table shows the overall 3 year percentage change and the most 
recent year price change.  This reinforces our earlier observation that the country as a 
whole seems to be in Stage One of a Buyers’ Market. 
 
The West has seen the largest declines which are to be expected given that the West 
saw the largest increases during the upswing in the previous real estate cycle.  The 
Midwest has seen more moderate price declines. The real question is how low will it go, 
before turning to the upside. 
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Table 3:  Existing Home Sales 

Year U.S. Northeast Midwest South West 

2006 6,478,000  1,086,000  1,483,000  2,563,000  1,346,000  

2007 5,652,000  1,006,000  1,327,000  2,235,000  1,084,000  

2008 4,913,000  849,000  1,129,000  1,865,000  1,070,000  

2009 4,566,000  641,000  1,067,000  1,745,000  1,113,000  

3 Yr % ∆ -30% -41% -28% -32% -17% 

LY % ∆ -7% -24% -5% -6% 4% 

 
Existing home sales have demonstrated the same trend as prices over the past three 
years.  All regions have seen substantial declines over the past three years with sales 
still falling during the past year.  Again, the Midwest has shown the least decline of any 
of the regions.  The only exception to this is the West which in 2009 actually saw a 
positive bump in unit sales.  This was largely caused by a high level of distressed sales 
of foreclosed properties. 
 
With the data from Table 2 and Table 3, we refer back to the Supply and Demand 
indicators in Table One.  Prices and Units Sold have declined leading to the conclusion 
that the cause is low demand.  This is probably a result of the declining overall 
economy.  With so much angst in the general economic situation, people are reluctant 
to commit to home purchases.  This lack of demand combined with the problems in the 
banking and credit markets which make banks much more cautious have contributed to 
the declining prices and sales.  Only the West is bucking this trend with prices still 
declining, but an increase in unit sales.  This indicates an increase in the supply of 
homes in their marketplace. 
 
Table 4 shows the trends in the National Inventory.  Inventory is a key indicator of what 
is happening on the supply side of the equation.  The trend from 2006 through 2008 
showed the supply of homes increasing substantially which is consistent with the price 
declines of the overall market.  The months of Supply indicate the rate of absorption for 
the market i.e. how many months would it take to completely sell off the current 
inventory at the current rate of monthly sales.  The bright side of the entire analysis so 
far is that in 2009, the market has seemed to reverse the trend and is rapidly eating into 
the supply of homes.  If this trend continues, it will eventually start placing upward 
pressure on prices. 
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Table 4:  National Inventory 

Year  Inventory  Mos. Supply 

2006  3,450,000  6.5 

2007  3,974,000  8.9 

2008  3,700,000  10.5 

2009  2,760,000  8.3 

 
Before we start celebrating, an anomaly in the market place should be examined.  In 
2009 the Federal Government initiated an incentive program to subsidize first time 
homebuyers with an $8000 tax credit for those who purchase a home.  In addition, the 
program was announced with a well publicized ending date which created a marketing 
frenzy urging eligible buyers to buy a house before the program expired.  This operated 
much like the “Cash for Clunkers” program in the auto industry.  The program was so 
successful that it was renewed into 2010.  It was even expanded to offer a $6,500 tax 
credit to any existing homeowner who buys a new home.  The fear is that the housing 
recovery will stall when the program expires in April 2010.  
 
One promising sign is that 67 out of 151 Metropolitan Statistical Areas in the country 
saw their prices rise in the latest annual time period.  Of those, 16 markets were up by 
double digits. 
 
Another very positive development is affordability.  For sellers, the recent trends are 
viewed by many as a disaster, but for buyers it is nearly ideal.  Lower prices, historically 
low interest rates cause the affordability index to be the best it has been in many years.  
Table 5 illustrates the national Home Affordability Index (HAI). 
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Table 5:  Affordability Index 

 Median 

Priced   Monthly Payment Median     

 Existing 

Single- Mortgage P & I as a % Family Qualifying   

 Family 

Home Rate* Payment of Income Income Income** Composite 

2007  

217,900 6.52 1104 21.7 61,173 52,992 115.4 

2008  

196,600 6.15 958 18.1 63,366 45,984 137.8 

2009  

172,100 5.14 751 14.6 61,845 36,048 171.6 

 
The key number here is the last column, the composite index number.  To interpret the 
indices, a value of 100 means that a family with the median income has exactly enough 
income to qualify for a mortgage on a median-priced home. An index above 100 
signifies that families earning the median income have more than enough income to 
qualify for a mortgage loan on a median-priced home, assuming a 20 percent down 
payment. For example, a composite HAI of 120.0 means a family earning the median 
family income has 120 percent of the income necessary to qualify for a conventional 
loan covering 80 percent of a median-priced existing single-family home. An increase in 
the HAI, then, shows that this family is more able to afford the median priced home. 
An index number of 171.6 means that a family earning the median family income has 
nearly 172% of the income necessary to purchase the median priced home.  This opens 
home ownership to many households who could not have considered buying during the 
boom period with prices peaking in 2006.  Unfortunately, this is tempered by the 
assumption that the buyer has the necessary 20% down payment.  On the $172,100 
median priced home this would mean the potential buyer would need almost $35,000 
saved for a down payment.  This is a big hurdle, along with the outstanding credit being 
required by the current lending environment.  This can help to explain why even with 
much lower prices, our earlier analysis indicated the primary problem was lack of 
housing demand.  This is the difference between demand (people who want to buy) and 
effective demand (people who CAN buy). 
 
Wisconsin & Local Markets 
 
In general, Wisconsin has experienced similar price and sales changes as the Midwest 
has.  Prices have declined in the last year by 7.7 percent and currently the median price 
is $143,000 for the state.  Sales activity in 2009 was approximately the same as in 
2008.  Sales were very weak in the first half, but rebounded in the second half, 
particularly the fourth quarter.  This boost in activity probably reflected the effect of the 
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Federal Home Buyer Tax Credit.  Most regions of the state saw price declines in 2009 
with unit sales actually increasing.  From the earlier supply and demand analysis, this 
would be indicative of an increasing supply of homes. 
 
The Central Region of the state was the only area in Wisconsin that actually saw overall 
prices rise in the last year.  Accompanying this price rise was a corresponding rise in 
the number of houses sold based on Fourth Quarter to Fourth Quarter changes.  Sales 
were up by 24.3 percent for the most recent period.  This is an indicator of increasing 
demand in the Central Region.  Median prices for the Central Region in the Fourth 
Quarter of 2009 were $117,000. 
 

Table 6:  Wisconsin Regional Trends 

Region Median Price Change Existing Home Sales Change 

Southwest -3.2% 27.1% 

South Central -3.1% 33.5% 

West 
 

-0.8% 29.5% 

Northeast -5.5% 29.2% 

Central 
 

6.4% 24.3% 

North  
 

-4.1% 19.2% 

 
 
The following data on our four local markets was developed by the Central Wisconsin 
Board of Realtors; Marshfield, Stevens Point, Wausau, and Wisconsin Rapids.  Our 
local markets seem to be quite different than the National and State trends. 
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Table 7: Local Area Median Prices 

Year Marshfield Stevens Pt  Wausau Wis Rapids  

2006 105000 132250 129000 85000 

2007 111000 134700 129900 94950 

2008 110000 135000 125000 84450 

2009 114900 130000 129450 87000 

3 Yr % ∆ 9% -2% 0% 2% 

LY % ∆ 4% -4% 4% 3% 

 
 

With the exception of Stevens Point, the local area has had either stable or slight 
increases in median prices over the past three years.  Marshfield has actually increased 
by almost 10 percent during the period.  Stevens Point saw only a small decrease in 
prices. 
 

Table 8:  Local Units Sold 

Year  Marshfield Stevens Pt Wausau Wis Rapids  

2006 535 687 1587 546 

2007 569 656 1511 482 

2008 516 504 1244 366 

2009 530 528 1164 430 

3 Yr % ∆ -1% -23% -27% -21% 

LY % ∆ 3% 5% -6% 17% 

 
 

The largest impact of the national housing decline can be seen in the unit sales figures.  
All local areas saw a decline in the number of sales.  The decline in Marshfield was 
negligible over the past three years, but the other three areas were down by over 20 
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percent.  2009 saw not only positive increases in price, but also a recovery in sales 
volume. 
 
The analysis of these local markets really highlights the earlier statement that “All Real 
Estate is Local.”  Table 9 summarizes the four markets over the past three years and 
most recent year using our supply and demand framework. 
 

Table 9:  Supply and Demand Causation 

 3 Yr Price 
Trend 

3 Yr Sales 
Trend 

S and D 
Cause 

 

Last Yr 
Price 
Trend 

Last Yr 
Sales  
Trend 

 S and D 
Cause          

Marshfield UP DOWN Supply 
Down 

UP UP Demand 
Up 

Stevens 
Point 

DOWN DOWN Demand 
Down 

DOWN UP Supply 
Up 

Wausau NO 
CHANGE 

DOWN ??? UP DOWN Supply 
Down 

Wis Rapids UP DOWN Supply 
Down 

 
 

UP UP Demand 
Up 

 
Marshfield and Wisconsin Rapids seem to have been affected by a decreasing supply 
of housing during the three year period, but what now seems to be the controlling factor 
is that effective consumer demand is rising and receiving inventory.  The three year 
trend in Wausau and Stevens Point seems to be primarily caused by decreasing 
consumer demand.  However, for the current year the causes seem to diverge.  For 
Stevens Point, the cause seems to be an increase in the supply of homes, while for 
Wausau, the supply of homes seems to be decreasing. 
 
Buyers’ or Sellers’ Market 
 
Two additional measures are very useful for understanding the local health of the real 
estate market.  Table 10 is the median number of days a house is on the market before 
it sells.  Generally speaking, if this number is getting larger, it is getting more difficult to 
sell a house, and vice versa.  The longer the typical house is on the market however, 
the more leverage the buyer has in the transaction.  So, just as we mentioned earlier, 
one family’s problem is another family’s opportunity.  When this number changes 
direction, it is often seen as the beginning of a change between buyers’ and sellers’ 
market. 
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Table 10:  Median Days Market 

Year  Marshfield Stevens Pt Wausau Wis Rapids  

2006 107 99 104 107 

2007 119 97 102 95 

2008 105 105 104 107 

2009 115 99 116 131 

 
This indicator shows that the markets in Marshfield, Wausau, and Wisconsin Rapids are 
becoming more difficult for sellers.  It is clear that these markets have not yet moved 
into the Second Stage of the Buyers’ Market which is normally triggered by a reversal in 
the upward DOM trend.  Only Stevens Point seems to be in this situation.  
Unfortunately, the Home Buyer Credit distortion makes it impossible to draw any real 
conclusions from the evidence. 
 
The second indicator, Table 11, the Sales Price to Listing Price ratio is very informative.  
If this ratio is much lower than 100 percent it means that sellers seem to have less 
leverage and are getting more desperate to sell.   
 

Table 11:  Sales Price/Listing Price Ratio 

Year  Marshfield Stevens Pt Wausau Wis Rapids  

2006 96 97 98 95 

2007 94 98 97 96 

2008 93 96 96 98 

2009 94 96 93 92 

 
The Wausau and Wisconsin Rapids markets seem to be the strongest buyers’ market 
according to this indicator.  A typical seller is agreeing to a 7 or 8percent discount from 
their asking price.  Both of these markets are down for both the three year period and 
most recent year.  Marshfield and Stevens Point have been relatively stable over both of 
these time periods. 
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Conclusion 
 
Analyzing the real estate market is extremely complex as can be seen by the varying 
indicators.  Identifying trends is easy compared to trying to draw meaningful conclusions 
based on objective data.  Conclusions will also depend on the location of the real estate 
market.  So, when will your house be worth what you paid for it?   Looking at national 
data alone, you may conclude that it will be a very long time, maybe as long as ten 
years.  Looking at state data, it may be at least five years.  One must remember, 
however, that there are no national or statewide real estate markets; all real estate 
markets ultimately are local.  From this perspective, your house is probably worth what 
you paid for it, even now! 
 
                          Table 12:  Summary of Median Prices 

National $172,000 

Wisconsin $143,000 

Central Region $117,000 

Local  

Marshfield $114,900 

Stevens Point $130,000 

Wausau $129,450 

Wisconsin Rapids $  87,000 

 
 

 

 
 
 
 


