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"The soft-landing people are full of nonsense,” said
Christopher Thornberg, senior economist at UCLA.
"Thisisaclassic bubble. And unit sales arefalling

Dr. John Husing, faster than in past bubbles.”
aerospace, Christopher
Thornberg, Riverside, "We are in the middle of thisdecline. If we are

lucky, prices will go flat. But we are not going to
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economist, Empire

Private economist Dr.
John Husing is quoted in
the San Bernardino Sun:
Husing still optimistic

There'sjust
too strong an
economy and
too much job
growth for
much other
than the "soft
landing”
Husing and
other
economists
have been
predicting for
the end of the
five-year
housing boom.

"We areright
on the cusp of
avery
powerful
period in job
growth,”
Husing said.
"Local
[Inland
Empire, San
Bernardino/
Riverside
areg]
unemployment
in May was
4.2 percent,
and that's the
lowest | have

have pricesfall like the stock market. Y ou won't see
declines of 10 percent or 15 percent per year. What
will happen is that prices will flatten out,” he said,
adding that there might not be housing appreciation

until 2011.

Next year will be critical from the standpoint of how
the consumer will react to not having "a house cash
machine" that can be tapped for spending thanks to
rapidly appreciating value.

"A major pullback in consumer spending could get
ugly very quickly," he said.

| think Thornberg is optimistic.

Click on graph for larger image.

[

This graph shows the price of Los Angeles housing based on the
OFHEO housing index. For the real price, the nominal priceis
adjusted by CPI, less Shelter, from the BLS.

Although | agree prices will probably not fall 10%+ per year, |
think the bust will last longer than 5 years and prices will fall
steadily in real terms. In the previous California housing bust,
prices declined for 6 1/2 years and the median house lost amost

34%inreal terms.

Hereis achart of the year to year price declinesin Los Angeles

according OFHEO.

Year of Nominal Cumulative Real Cumulative

Housing Annual Nominal Annual Real Price

Bust Price Price Price Decline
Decline Decline Decline

1 -1.9% -1.9% -5.1% -5.1%

2 -1.0% -2.9% -3.8% -8.7%

3 -5.5% -8.2% -7.9% -15.9%

4 -7.3% -14.9% -9.8% -24.2%

5 -6.1% -20.1% -8.2% -30.4%

6 +0.2% -19.9% -2.6% -32.3%

http://64.4.56.250/cgi-bin/getmsg/economychatEconomyChat%2ehtm?8& msg=ED...t=%26hm

ts%3d1155579467%26hm

ha%3d5ac1b999aaceeed046c830f 3caeb642a (2 of 6)8/14/2006 1:24:47 PM

. Joshua Gans:Counting of

the Jedi

. Oikos:Climate change: the

jury is still out?!

. Joshua Gans:Burying the

hatchet (in Telstra)

. Smart Economist:Report

164 - Dollar and Yuan: A
Chinese Perspective

. Oikos:Environmental

economics blogs

. Eclect Econ:English Heat

and the Problem of
Melting Highways

. VDare:An Important New

Ally? And Basic
Immigration Economics

Highest Rated

. Healthcare Economist:

Physician-Patient email
communication: areview

. Healthcare Economist:The

Effects of HMO on the
Survival of Hospital
Services

. Ecological Economics:

Inconvenient Truth

. Hedthcare Economist:

Nearest doc: 200 miles

. Ecological Economics.The

Three Lenses of Threat
Perception

. Ecological Economics:

Globa Warming Blamed
for Increasingly
Destructive Wildfires

. Oikos:Climate change: the


http://64.4.56.250/aggy/tag/economist/
http://64.4.56.250/aggy/tag/empire/
http://www.sbsun.com/business/ci_4071510
http://photos1.blogger.com/hello/243/2888/640/LAbust.jpg
http://64.4.56.250/aggy/p/5486/?1
http://64.4.56.250/aggy/p/5486/?1
http://64.4.56.250/aggy/p/1349/?1
http://64.4.56.250/aggy/p/1349/?1
http://64.4.56.250/aggy/p/5493/?1
http://64.4.56.250/aggy/p/5493/?1
http://64.4.56.250/aggy/p/2119/?1
http://64.4.56.250/aggy/p/2119/?1
http://64.4.56.250/aggy/p/2119/?1
http://64.4.56.250/aggy/p/5581/?1
http://64.4.56.250/aggy/p/5581/?1
http://64.4.56.250/aggy/p/4082/?1
http://64.4.56.250/aggy/p/4082/?1
http://64.4.56.250/aggy/p/4082/?1
http://64.4.56.250/aggy/p/4474/?1
http://64.4.56.250/aggy/p/4474/?1
http://64.4.56.250/aggy/p/4474/?1
http://64.4.56.250/aggy/p/5205/?1
http://64.4.56.250/aggy/p/5205/?1
http://64.4.56.250/aggy/p/5205/?1
http://64.4.56.250/aggy/p/5066/?1
http://64.4.56.250/aggy/p/5066/?1
http://64.4.56.250/aggy/p/5066/?1
http://64.4.56.250/aggy/p/5066/?1
http://64.4.56.250/aggy/p/2173/?1
http://64.4.56.250/aggy/p/2173/?1
http://64.4.56.250/aggy/p/4653/?1
http://64.4.56.250/aggy/p/4653/?1
http://64.4.56.250/aggy/p/2886/?1
http://64.4.56.250/aggy/p/2886/?1
http://64.4.56.250/aggy/p/2886/?1
http://64.4.56.250/aggy/p/3336/?1
http://64.4.56.250/aggy/p/3336/?1
http://64.4.56.250/aggy/p/3336/?1
http://64.4.56.250/aggy/p/3336/?1
http://64.4.56.250/aggy/p/1349/?1

economy chat: Economy Chat

seen for May
in 42 years of
studying the
local
economy.

Senior
economist
Christopher
Thornberg of
UCLA's
Anderson
School of
Management
had called the
soft-landing
theory
"nonsense” on
Tuesday and
saidwearein
a"classic
bubble."

"If weare
lucky, prices
will go flat,"
he said,
suggesting
that we could
seefive years
without price
appreciation.

That may be
true
elsewhere,
Husing said,
but it won't
happen here.

"Isthe
housing

http://64.4.56.250/cgi-bin/getmsg/economychatEconomyChat%2ehtm?8& msg=ED...t=%26hm

The worst annual declines occurred in the 3rd, 4th and 5th years
of the housing bust.
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market
vulnerable?" Areas

he asked. . Your Preferences
"Yes, itis.

Butisa

bubble likely

bl e
No, it isnot. del.icio usf
o . .icio.
underlying . reddit ‘5:?
strength of '

our economy

istoo great.”

|:| Click on graph
for larger image.

| disagree with Dr.
Husing. | think the
Inland Empire is one of
the most vulnerable areas
to a housing slowdown.
Construction is far more
important to the San
Bernardino/Riverside
economy than most other
areas of the state.

Asthe homebuilders D
start to layoff workers, a
larger percentage of
workersin the San
Bernardino and
Riverside area are at risk.
During the previous
housing bust, the Inland
Empire unemployment
rate rose from 4.9% to
over 12% (NSA) injust
three years.
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With regards to timing, |
noted earlier:

Historically
Construction
Employment
continued to
rise for ayear
or more after
the peak in
housing
transactions.

So | expect construction
employment in the
Inland Empire to start to
fall during the next
couple of quarters.

UPDATE: DoD
Employment as Percent
of Nonfarm Employment.

D A common

guestion is. how
much did the aerospace /
DoD spending slowdown
in the early '90s impact
employment? Although |
don't have aerospace data
(I' look), this graph
shows DoD employment
was far more important
for San Diego than the
Inland Empire.

DoD and aerospace were
probably most important
for LA and San Diegoin
the '90s

Note that DoD
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employment was far less
than construction
employment. Also, DoD
employment only fell
dlightly faster than total
employment in the early
'90s. Construction
employment fell sharply.
DoD employment was
fairly flat during the mid-
90s, so the percentage of
total employment
continued to fall asthe
California economy
added jobs.

Although the aerospace
slowdown probably
precipitated the general
economic slowdown in
Cadliforniaduring the
early '90s, the housing
slowdown had alarger
impact. Thistime, many
of us are suggesting that
the housing slowdown
will most likely be the
precipitating event.
1358 guests has been herein the last hour, and 105 are currently online

Terms of Use | Privacy | should | register? | Blog

© Copyright 2006, Zilbo.com (ABN: 25517073956). All Rights Resevered

Design based on original by: Luka Cvrk, Solucija

http://64.4.56.250/cgi-bi n/getmsg/economychatEconomyChat%2ehtm?& msg=ED...t=%26hm___ ts%3d1155579467%26hm___ha%3d5ac1b999aaceee9046c830f 3cae5642a (6 of 6)8/14/2006 1:24:47 PM


http://64.4.56.250/terms/
http://64.4.56.250/privacy/
http://64.4.56.250/why_register/
http://64.4.56.250/blog/status/
http://zilbo.com/
http://www.solucija.com/

	64.4.56.250
	economy chat: Economy Chat


	ABAGLKKKGJGHHLOHNMOIOOGPELBHEPDI: 
	form1: 
	x: 
	f1: 

	f2: 




