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Housing Market and Housing Affordability Data Sources:
This analysis of housing markets and housing affordability in Washington was prepared
for the “Kitsap TRENDS” publication by the Washington Center for Real Estate Research at
Washington State University.  It is based on a quarterly report published by the Center
which examines county-by-county housing markets across the state.  Data estimates are
based on data from the U.S. Department of Commerce, multiple listing services, local
REALTOR associations and private data vendors.

The Year 2002 Experienced the Second Highest Sales Total on Record:
Housing markets in Washington State, like the remainder of the nation, were driven less by
economic fundamentals than by the lowest mortgage interest rates in a generation.  Both
state and national markets experienced record levels of resale housing activity during 2002.
While the statewide sales total rose, home sales in Kitsap County declined slightly during
the year.  A total of 4,460 resale transactions were tallied locally, representing a decline of 50
sales from the 2001 record pace.  The year 2002 experienced the second highest sales total
on record (See Table #1).

TABLE 1

http://www.cbe.wsu.edu/~wcrer/
http://www.kccha.com/Trends/03Spring/03Stoc.htm
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R ELASE H GNISUO A YTIVITC - 2002-7991
A LAUNN T SLATO

ytnuoC 7991 8991 9991 0002 1002 2002
tnecreP
egnahC

10-00

tnecreP
egnahC

20-10

/notneB
nilknarF 017,2 028,2 047,2 018,2 042,3 022,3 %6.51+ %8.0-

kralC 036,4 061,5 099,4 039,4 074,5 067,5 %0.11+ %3.5+

gniK 034,33 021,53 098,63 031,53 071,43 028,53 %7.2- %8.4+

pastiK 033,3 068,3 041,4 070,4 015,4 064,4 %8.01+ %1.1-

ecreiP 003,31 068,71 079,12 079,12 004,32 077,42 %5.6+ %9.5+

hsimohonS 025,11 099,21 019,21 093,21 055,41 019,31 %5.21+ %4.4-

enakopS 069,5 068,6 058,6 058,6 025,7 051,8 %8.9+ %4.8+

notsruhT 007,2 041,3 083,3 062,3 074,3 018,3 %4.6+ %8.9+

moctahW 088,2 052,3 072,3 041,3 014,3 078,3 %6.8+ %8.21+

ediwetatS 071,101 090,311 051,021 093,911 042,521 002,331 %9.4+ %3.6+

Washington Center For Real Estate Research:
The Washington Center for Real Estate Research uses data from multiple listing systems
and other groups that monitor housing market activity throughout the state to compute
measures of existing home sales (housing resales, excluding new homes sold).  Since many
sales take place outside of multiple listing systems, the data is linked to sales reported in
the most recent published Census (they are still using 1990).  Accordingly, the sales activity
reported by the Center will be higher than other measures, but should be generally consis-
tent in terms of percentage changes.

While most markets recorded increased levels of sales activity compared to 2001, Kitsap
was joined by Snohomish and Benton/Franklin Counties in the negative category.
Snohomish County in particular experienced a slowing market in 2002, despite the favor-
able mortgage rates (see TABLE #2).

Home Prices:
Sales competition and potential marketing time for homes is of interest primarily to those
who are actively in the housing market as either buyers or sellers.  General business ana-
lysts also find the resale housing activity statistics useful.  Far greater interest is expressed
over the data on median home prices.  Part of this interest is from individuals who want to
own a home, but who have found the Puget Sound region’s rapidly escalating housing
costs diminishing their ownership potential.  Others find their homes are a considerable
element in their financial portfolio, and monitor housing prices like they would stock prices.
Certainly the state of housing prices is a frequent topic of conversation throughout Wash-
ington.

Home prices in 2002 increased by approximately 4.8% across Washington last year, roughly
double the increase reported in 2001.  Similarly, prices in Kitsap County recorded a pace of
increase double a year earlier, reaching 7.0 percent.  Among the urban counties compared
in this analysis, only Benton/Franklin (Tri-cities area) and Thurston (Olympia area) recorded
faster increases.

TABLE 2

http://www.kccha.com/Trends/03Spring/03Stoc.htm
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M NAIDE H EMO P SECIR - 2002-8991
)launnA(

ytnuoC 8991 9991 0002 1002 2002
tnecreP
egnahC

10-00

tnecreP
egnahC

20-10

/notneB
nilknarF 004,801$ 002,011$ 004,911$ 005,521$ 003,041$ %1.5+ %8.11+

kralC 005,731$ 009,931$ 000,741$ 000,251$ 005,651$ %4.3+ %0.3+

gniK 005,602$ 000,332$ 009,942$ 000,262$ 005,872$ %8.4+ %3.6+

pastiK 006,541$ 001,341$ 004,941$ 000,551$ 009,561$ %7.3+ %0.7+

ecreiP 000,831$ 000,541$ 008,151$ 000,951$ 000,071$ %7.4+ %9.6+

hsimohonS 006,571$ 000,581$ 004,691$ 000,012$ 000,022$ %9.6+ %8.4+

enakopS 006,201$ 003,501$ 005,301$ 004,701$ 007,901$ %8.3+ %1.2+

notsruhT 001,721$ 000,921$ 009,731$ 005,441$ 009,451$ %8.4+ %2.7+

moctahW 009,831$ 001,341$ 005,641$ 006,251$ 001,951$ %2.4+ %3.4+

ediwetatS 007,061$ 006,661$ 003,671$ 009,971$ 005,881$ %0.2+ %8.4+

Kitsap County Median Price ($166K) is $100K Less Than King County:
Kitsap county home prices remained noticeably lower than the prevailing price in neigh-
boring King County, with a 2002 Median of $165,900 compared to $278,500 across the Sound.
It is somewhat surprising that the comparatively sluggish local sales activity would be
accompanied by such a strong price performance (see TABLE #3).

A quick note about median prices is needed.  Half the homes sell for prices above the me-
dian, half below.  Both buyers and sellers are sometimes confused by these prices.  Subur-
ban sellers often forget that there are many less expensive homes in less desirable (by their
standards) neighborhoods which help keep the medians down.  Meanwhile, prospective
buyers may be frightened out of the market by the unfounded belief they can’t buy a home
for less than the median.

All-Buyer Affordability Index:
Affordability is calculated two ways.  The “All-Buyer Affordability Index” assumes a pur-
chaser selects the area’s median price home, makes a 20% down payment, and takes out a
30-year mortgage at prevailing interest rates.  This buyer is assumed to earn a typical or
median income for a family (no one-person house-holds) in the area.  The question then
arises, could this typical family afford the monthly payments on a typical home?  During
the Fourth Quarter of 2002, the answer remained “Yes”, and much more emphatically than
in recent quarters.

The statewide “All-Buyer Affordability Index” jumped to 144.2, (see TABLE #6), meaning
the typical family had 44.2% more income than the bare minimum required to qualify for
the home.  This translates into the ability to purchase a more expensive homes with more
amenities than would have been available to that household in the past.  In Kitsap County,
the All Buyer Index was slightly lower (139.3).  In fact, the jump in prices combined with
prevailing incomes which are lower than in King County produced an All-Buyer Affordibility
Index for Kitsap County which is somewhat lower than the King County measure.

TABLE 3

http://www.kccha.com/Trends/03Spring/03Stoc.htm
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First-Time Buyer Index:
The real issue of affordability, however, is the ability of a household to purchase their first
home.  The calculation of the “First-time Buyer Index” begins with a less expensive home
(85% of median), a 10% downpayment, and a 30-year loan with private mortgage insur-
ance.  To account for the fact that most higher-income households are already home own-
ers, the comparative income level is 70% of the median household income (single-persons
are more likely to be first-time buyers).  The resulting picture of Washington is a place
where it is difficult to buy your first home.  The typical renter who might want to own a
home has only 86.5% of the income required to qualify for a mortgage on the typical starter
home.

Kitsap County & State Almost Identical in “First-Time Buyer Index”:
Kitsap County’s first-time buyer affordability in the Fourth Quarter 2002 stood at an almost
identical 86.4 (see TABLE #4).  As illustrated in the accompanying graph, affordability for
first-time buyers in other parts of the state has been increasing more rapidly than in the
local community.  Among the comparison communities, the affordability of housing for
first-time buyers ranged from a low of 76.3 in Clark County (Vancouver, WA) to a high of
116.6 in Spokane.

Month’s Supply of Housing/ Appreciation Potential:
The newest housing market measure introduced by WCRER is the comparison between
sales during the year 2002 to the inventory of homes available for sale in selected price
ranges in each market.  If it is assumed that a “normal” market provides roughly a 5-month
supply of homes, values significantly lower than five indicate the market is primed for
rapid price increases in that market segment, while values significantly higher than five
imply the owners of properties may need to be flexible in their pricing in order to sell the
property in a reasonable time.  Based on these statistics (see TABLE #5), the market in Kitsap
county is currently well balanced, with a shortage of lower-priced homes (under $160,000)
and only a modest oversupply of homes priced above $500,000.  This means the local mar-
ket would be expected to see strong price performance for a home priced under $250,000,
and some softness of prices at the top of the market.

TABLE 4

http://www.kccha.com/Trends/03Spring/03Stoc.htm
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M HTNO 'S S FOYLPPU H YBSEMO P ECIR R EGNA - DNE-RAEY 2002
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ediwetatS 4.5 8.3 8.3 9.4 7.9 5.4

H GNISUO A YTILIBADROFF C SNOITIDNO - L TSA 5 Q SRETRAU E RTQHT4GNIDN 2002

ytnuoC xednIytilibadroffAreyuB-llA
ytilibadroffAreyuBemiT-tsriF

xednI

4Q:10 1Q:20 2Q:20 3Q:20 4Q:20 4Q:10 1Q:20 2Q:20 3Q:20 4Q:20

/notneB
nilknarF

4.071
5.121

7.761
9.021

9.171
3.521

1.071
7.911

1.671
4.321

8.101
2.47

1.001
8.37

5.201
5.67

5.301
6.47

7.701
5.77

3.89 9.451 0.061 4.451 4.061 3.761 3.59 3.89 7.49 7.77 3.67

9.47 9.131 4.031 4.421 0.431 6.341 6.57 9.47 5.17 7.67 1.28

9.48 2.531 1.731 0.531 6.331 3.931 5.38 9.48 8.38 8.28 4.68

7.58 1.341 4.141 0.041 6.341 7.051 8.68 7.58 0.58 3.78 7.19

6.77 9.221 3.421 8.321 1.721 1.431 6.67 6.77 3.77 0.08 7.48

7.701 5.581 4.091 7.581 1.881 7.502 7.401 7.701 3.501 5.601 6.611

2.98 6.151 7.841 8.841 9.441 2.151 8.09 2.98 3.98 0.78 9.09

6.77 2.931 4.831 6.041 6.631 1.141 1.87 6.77 6.87 9.67 5.97

3.87 1.531 6.031 2.131 8.531 2.441 8.08 3.87 7.87 5.18 5.68

All-Buyer Index and First-Time Buyer Index Both Show Kitsap is Affordable:
TABLE #6 below illustrates the relative affordability of Single-Family homes in Kitsap County
utilizing both ways of calculating affordability (“All-buyer Index” and “First-time Buyer
Index”).

TABLE 5

TABLE 6

http://www.kccha.com/Trends/03Spring/03Stoc.htm

