REAL ESTATE CYCLES 
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The sector with the longest frequency tends to be real estate. 

This cycle appears to follow a generational cycle which in many ways is like planting a new crop of soybeans. 

The period between planting is a generation rather than planetary seasons. 

Therefore the Trading Timing Models are independent for each market or sector reflecting the uncorrelated results. 

Real estate is above all other markets, the largest asset class. 

Where the stock market, gold, commodities, and even bonds are interesting investments, they are by far, still the minority insofar as participants. 

There is just no market that draws to itself more people than real estate. 

At the peak in 2007, the mortgage market stood at about $9.5 trillion. 

It is this key cycle in Real Estate that truly affects the sustainable length of profound economic depressions. 

This cycle breaks down as a harmonic or a derivative of the Economic Confidence Model (ECM) since it is composed of a broader period of time with a duration in total of 78 years (6 x 13). 

When this cycle turns down, it is a profound event for it effects the entire population on a wide scale. 

The decline from the major high consists of a period duration of 26 years. 

This leaves us with a wave of generally rising prices (through short-term recessionary periods) of roughly 52 years (51.6 years to be precise). 

In other words, we are dealing with the ECM that has been extended through a longer contraction phase of 26 years that combines into a major wave of 78 years. 

The Great Depression saw the value of real estate simply collapse. 

Land that had sold for $2 an acre during the mid-1800s fell to a mere 30 cents an acre. 

Foreclosures were massive and auctions for pennies on the dollar became very commonplace as pictured here in 1935. 

Franklin Roosevelt on June 16th, 1933, signed the Banking Act of 1933, a part of which established the FDIC. 

However, part of the banking crisis was the typical model where they borrowed short-term and lent long-term, especially into mortgages. 

The concept of mortgages to buy property has been around since ancient times. 

Nonetheless, the 30-year property mortgage is a much newer idea. 

The 30-year mortgage came into existence as a solution to financial problems that were common during the Great Depression. 

The idea was to extend the time to enable people to buy property with little down. 

This was seen as a way of reviving the bear market in real estate. 

Prior to the Great Depression, home buyers were typically asked to make a down payment of 1/3 of the sales price and loans were only extended for periods of 5 to 10 years with interest rates reaching at their peak 8 %. 

This presented a major problem. 

Not merely were people unable to make their mortgage payments, trying to sell such properties were limited by financing as well. 

This restrictive lending system fed into the economic crisis and the number of mortgages collapsed from 5,778 in 1928 to just 864 in 1933. 

Faced by this massive collapse in mortgages and widespread foreclosures, President Roosevelt pressed for the passage of the Home Owners' Loan Act in 1933. 

This bill established the creation of the Home Owners' Loan Corporation, which made loans to those in danger of losing their homes. 

The lending terms were much more generous than were found in previous mortgage loans, as loan amounts of up to 80 % of a home's value were made and the interest rate was 5 %. 

Additionally, home owners could borrow money for up to 25 years. 

[image: ]

The idea behind the Home Owners' Loan Corporation proved to be extremely popular, with nearly 40 percent of all buyers applying for the new loans. 

Not all of the applicants could be accepted, so Roosevelt established the Federal Housing Administration in 1934 to promote home loans by the private sector, as FHA loans were guaranteed by the government. 

The FHA extended mortgages to 30 years to make purchasing a home even more affordable. 

The FHA loans prompted the creation of the Federal National Mortgage Association in 1938 to make even more money available for home buyers. 

There had been differences in sectors as always. 

During the Roaring ‘20s, Florida became both the hot spot for vacations and the vision of an emerging market for land speculation. 

In 1922, the Miami Herald was actually the thickest newspaper in the United States all because of the massive land advertisements. 

As the commodities crashed in 1919, capital was shifting to real estate in Florida. 

The prices soared and finally in 1925, the inevitable began to occur in the real estate industry. 

Land prices had reached their peak and there were no more fresh buyers. 

It quickly became a seller’s market and the price collapsed. 

With that collapse came the contagion with the municipal debt collapse. 

St. Petersburg was the most indebted per citizen town in the United States with Key West ranked second. 

Capital then moved to equities shift into the stocks. 

Then the bottom fell out of everything and farm land values fell to about 30 cents an acre. 
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