Market

Northern V irginia

Watch

HS%& )+ (

KNOWLEDGE ! EXPERIENCE ! RESULTS(

- 10&(123(#-4(1

56&('788895(799/&(79(568&(07:(-%(6-197#8

It would be easy to draw some accurate — but nonetheless misleading — conclusions about where the area’s residential market
is heading simply by looking at the number of contracts ratified. And as the first chart below notes, the number of contracts
ratified in December 2005 dropped almost 18%rom the number ratified in December 2004. But that’s only part of the story,

and it's also why we break down activity by price range.

The number of contracts on homes priced under $500,000 dropped 34%while the number of contracts on homes priced
over $500,000 increased 10%I hat suggests to us that the enormous price appreciation over the last several years has

priced a number of would-be homebuyers out of the market, or has forced them to move much farther out to find affordable
housing — and one only has to look as far as our congested roads and transit systems to know that is true. And there is no

easy solution for the imbalance in the mix of available housing. Land costs close in are not going to come down, and neither
are construction costs. The only real way to address this problem is to permit much more dense development around Metro
stations and emerging town centers so people can live closer to where they work — or at least live closer to the means of getting
them to work. What Arlington County has done over the last 20 years is one of the best examples in the country of how this
really can be done. We're not suggesting that housing in Arlington County is “affordable” across the board, but they have an
enviable mix of housing types and lifestyles because they had the political and public will to make it happen.
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®  The number of new contracts ratified in December
2005 was down 17.8%from the number of
contracts ratified in December 2004.

* Asnoted above, however, all of that drop in
contracts occurred in homes priced under $500,000.
There was a 10% increase in the number of
contracts for homes priced over $500,000.

¥ 31.8%of all homes going under contract in
December ‘05 had a price reduction before going
under contract; it was only 15.4% last December.
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* In noneof the “days on the market” categories
homes sold closer to their original list price in
December 2005 as compared to December 2004.

®  One category — homes on the market 8-14 days
— performed the same as last December.

® This certainly suggests that buyers have more
leverage than in the recent past — and they’re
using it!
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The chart below gives a quick snapshot of how the residential real estate market in the entire Washington region performed in
December 2005, compared to December 2004. Every jurisdiction has seen a slowing in market activity. In all five areas profiled
below, the number of sales and contracts declined, days on market and inventory increased, and the overall supply of homes
has certainly increased. Yet remarkably, the average sales price throughout the region continued to climb, with percentage
increases ranging from the upper teens to the low twenties. Note: Percentages depicted in red indicate a negative trend.
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