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Jonathan Schechter – “Corpus Callosum” Column
Jackson Hole News&Guide – April 7, 2010

Today's is the second in a series of columns exploring the question: "Has Jackson Hole's economy hit
bottom?"

To answer this question, I'm analyzing data which meet two criteria: timely and meaningful.  "Timely" data
are reported monthly, if not more frequently.  "Meaningful" data have a clear correlation with Jackson Hole's
economic health.  For example, my last column looked at column inches of classified ads in each week's Jackson
Hole News&Guide; this week it’s weekly real estate sales.  In my view, both are timely and meaningful.  In
contrast, while monthly tourism numbers are timely, they aren't meaningful: As last summer's "tourism up; taxable
sales down" phenomenon showed, there seems to be little correlation between visitation and the overall
performance of Jackson Hole’s economy.

I last looked at local real estate six months ago, and it seems time visit it again.  In part, this has been
prompted by the good folks at RE/MAX Premier Realty, who have given me access to a much better database
than I’ve ever had before.  Using this tool, my sense is that, when it comes to real estate, Jackson Hole’s
economy has hit bottom (adding, of course, all the usual caveats).

The RE/MAX data go back to the beginning of
2000, and I analyzed them on a 52 week running total
basis.  Graph 1 shows all properties sold in the two Teton
counties, as well as the combined total.  (The key word
here is “all” – while most sales are residential properties
and lots, the data set includes commercial properties,
ranches, and the like.)

For me, three things jump off of Graph 1.

First, the local real estate market was on fire
during the mid-2000s, peaking in the summer of 2007.  At
that point, it went into freefall, with the total number of
sales dropping over 80 percent in two years.

Second, as I predicted last October, the real
estate market bottomed out in the fourth quarter of last
year, and has slowly rebounded (combined sales in the
two counties are now one-third higher than they were at
their nadir).

Third, things fell so far, so fast that today, the
combined number of sales in the two Teton counties is
about the same as it was in either county alone during
2002, when the market hit its previous low.  Unless
something extraordinary happens, it will take at least
another year to get back to 2002's numbers, so expect a
continued contraction in the number of real estate agents
and offices.

Graph 2 combines the sales prices of all those
sales ("sales volume" in real estate-speak).  Again, things
peaked in the summer of 2007; and again, they then went
into freefall, declining over 75 percent in 28 months.
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However, as with the total number sales, sales volume is
growing once more (the combined sales volume today is
16 percent above its nadir).  But as with the number of
sales, sales volume is growing from an incredibly low
base.  How low?  During the last 12 months, the sales
volume for the two Teton counties combined was lower
than it was in Teton ID alone during most of 2007.  That's
low.

Graph 3 looks at the mean price of every
transaction over the last nine years.  Here, things seem to
be stable, if not actually rebounding.  However, do the
math, and mean prices in Teton WY are stabilizing at 38
percent below where they were at their peak.  In Teton ID,
the mean property price is currently down 28 percent from
its peak.

Graphs 4 and 5 mimic Graphs 2 and 3, except
they correct for inflation.  I throw these in for two reasons.
First, as Graph 4 suggests, correcting for inflation, total
sales volume is significantly down from its previous low.
The good news here is that, even correcting for inflation,
the market in Teton WY seems to be rebounding.  But
that's from a point 42 percent below the market's previous
low.  In contrast, in constant dollars, Teton ID's market
has never gotten below its previous low.  This makes me
wonder if it has fully hit bottom yet.

What interests me about Graph 5 is that, corrected
for inflation, the mean (i.e. "average") price of all Teton
WY properties sold in the last year is 9 percent lower
today than it was at the end of March 2001.  The point?
Despite the astronomic rise of local real estate prices, the
crash has been so great that, corrected for inflation, it
wiped out nine years' worth of gains in mean prices.

Interestingly, the Teton ID picture is somewhat
different.  Prices on the sunny side of the Tetons started
from such a low basis that, assuming you could actually
sell it, the inflation-adjusted price you'd get for a "typical"
Teton ID property today is about the same as it was in the
fall of 2006.  That, too, makes me wonder if prices have
yet to fully stabilize in Teton ID.

Big picture, though, it seems the worst is over.
Could things change?  Of course – they could slow right
down again.  But the key point is that even if they do slow
down again, they can't slow down too much without drying
up altogether.  That strikes me as highly implausible, so
it seems much more likely to say that, yes, when it comes
to real estate, the local economy has hit bottom.

Combine that with a similar conclusion from classified ad data, and the scorecard is 2-0 in favor of the
local economy having hit bottom.  In my next column, I'll explore what taxable sales data tell us.
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