By KARINNE WIEBOLD

broad economic measures recently as a result

of low oil prices and state budget challenges.
Through the first half of 2015, housing prices and other
housing market indicators showed no major signs of
weakness.

There's heightened interest in some of the state’s

The average sales price for a single-family home in
Alaska increased 4 percent from the first half of 2014.
But despite higher prices, housing affordability im-

proved over that period. Statewide wages rose 3.5 per-
cent, outpacing a 1.1 percent increase in inflation, and
the average mortgage interest rate dropped a little
over half a percentage point.

For more than two decades, the Department of Labor
and Workforce Development’s Research and Analysis
Section has worked with the Alaska Housing Finance
Corporation to collect and analyze Alaska’s housing
statistics, including residential loans, new construction,
foreclosures, interest rates, and affordability. What fol-
lows is a summary of our most recent findings.

Average Home Prices in Alaska and the U.S.
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e While Alaska has historically been a
more expensive place to buy, single-
family home prices tracked closely
with the national average until 2006,
after which Alaska’s prices dipped but
generally maintained value while U.S.
prices fell precipitously.

e The average sales price in the U.S.
plunged by a third from 2006 to 2011.
Alaska’s dipped by just 5.5 percent.

e Inthe first half of 2015, Alaska’s aver-
age single-family home cost 46 per-
cent more than the national average.



Average Home Prices Around the State
FIRST HALF OF 2015
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e Prices vary greatly around the state. A o
single-family home in Anchorage aver-
ages 35 percent more than in neighbor-
ing Matanuska-Susitna Borough.

Single-family home prices in Fairbanks,
the lowest of the surveyed areas in the
first half of 2015, have been falling over
the last couple years. At the same time,
the area has lost some population and a

e Anchorage, Juneau, and Kodiak are typi- small number of jobs.

cally high priced markets, while Mat-Su,
Fairbanks, and Kenai tend to be lower
priced.

Alaska’s Foreclosures Low and Continuing to Decline
ALASKA AND THE U.S., 2003 TO FIRST HALF OF 2015
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e While Alaska saw an increase in foreclo- e The current foreclosure rate in Alaska

sures in the wake of the national hous-
ing crisis, we fared quite well in com-
parison due to less speculative building
and more conservative lending, among
other things.
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is roughly a third of the national rate,
and both rates continue to fall as the
economy recovers from the overheated
housing market and national recession.
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How the affordability index works

The Alaska Department of Labor and Workforce Devel-
opment creates indexes to monitor housing affordability
across Alaska. The indexes measure a number of eco-
nomic housing factors and how they interact, producing a

single value.

The Alaska Affordability Index considers sales prices, loan
amounts, wages, and interest rates to estimate how many
wage earners it would take to afford a 30-year fixed rate

Alaska Homes Become Increasingly Affordable
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e The affordability index measures the

number of average wage earners re-
quired to purchase a home (given the
constraints outlined in the box be-
low). Lower numbers indicate greater
affordability.

e  Purchasing homes in Alaska has

become more affordable in the last
several years, primarily due to his-
torically low interest rates.

According to the National Associa-
tion of Realtors’ affordability index,
housing nationwide has become less
affordable this year compared to last,
as the increase in single-family sales
prices has only been partially offset
by declining interest rates and mod-
est gains in median incomes.

income is required to afford a typical home. An increasing
number means additional income is necessary, making
housing less affordable.

The index monitors housing affordability based only on
factors the Department of Labor and Workforce Develop-
ment measures on a regular basis. However, many other

factors affect affordability, some of which are unique to

mortgage on an average priced home, given the average

interest rate, wage, and loan amount and assuming 24 °
percent of the earner’s gross wages are available for mort-
gage payments. Put another way, it tells you how many °

people have to bring in a paycheck to afford a home.

An index value of 1.0 means exactly one person’s average

households’ situations and would be difficult to measure
consistently. These include:

Hazard insurance and mortgage insurance

Property taxes, which vary by area and property size

Utilities, which can be substantial and vary depending
on energy type

Adjustable rate mortgages, where monthly payments
can change dramatically based on interest rate shifts



Interest Rate Falling Again After Brief Climb

ALASKA AND THE U.S., 2000 TO 2015
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e Interest rates have a significant
influence on affordability. For exam-
ple, a 4 percent interest rate rather
than 5 percent saves a homebuyer
$178 a month on a $300,000 home.

e The Federal Reserve has indicated

they may begin to raise the bench-
mark interest rate (which has stayed
between 0 and 0.25 percent for
nearly six years) by the end of 2015
or early 2016, and when they do so,
mortgage interest rates will likely
rise.

Alaska’s Average Wage Has Topped U.S. Since 2008
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e Contrary to popular belief, Alaska
has not always had higher average
wages than the nation.

e After rising above and dipping below
the national average in the early
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parts of the 2000s, Alaska’s average
wage pulled ahead during the na-
tional recession of the past decade
and continued to exceed national
averages during the recovery period.
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Fairbanks Homes Become the Most Affordable

NUMBER OF PAYCHECKS REQUIRED TO BUY, 2000 TO FIRST HALF OF 2015

Source: Alaska Department of Labor and Workforce
Development, Research and Analysis Section
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Affordability depends on each area’s
unique combination of sales price and
wages.

It might be surprising that Mat-Su is
less affordable than Anchorage, be-
cause Anchorage is generally a more
expensive place to live. Although Mat-
Su homes are less expensive, Mat-Su
wages are considerably lower than in
Anchorage, resulting in a higher index
value.

Falling home prices make Fairbanks
very affordable, requiring just over a
single paycheck.

e From 2006 to 2008, a combination of
peak home prices and interest rates
about 2.5 percentage points higher
than in 2015 pushed the index value
up in all areas, requiring much more
than a single paycheck to afford the
typical mortgage.

e Despite relatively high wages, high
home prices in Juneau keep it less af-
fordable than other areas.

Karinne Wiebold is an economist in Juneau. Reach
her at (907) 465-6039 or karinne.wiebold@alaska.
gov.
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