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Debbie and Scott Viegas and their children, Gabriella and Alexander,

explore the house they've agreed to buy in West Linn. The couple has

been searching since June, but couldn't find a suitable house in the stock

of existing homes.

Low inventory of available homes stymies Portland-area buyers
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When Debbie and Scott Viegas started looking for a new

home in June, they didn't leave a stone unturned.

Foreclosures, new homes, old homes: they toured them

all.

 

Problem was, there wasn't much to see. With the number

of Portland-area homes on the market peaking near

12,000 last summer -- and falling to 8,500 by January --

pickings were slim, near levels last seen when the housing

bubble burst in 2006.

 

After eight months of looking, they ended up buying a

brand-new house on a West Linn cul-de-sac, an unlikely

choice for a couple who owned their Southeast Portland

home, built in 1908, for more than a dozen years. They

decided to sell last year, seeking a different school district.

 

"We never thought that we would ever buy new," Scott Viegas said. "It was the golden apple that we thought we'd never

have."

 

The thin inventory of homes, a quirk of pent-up demand paired with low prices that keeps would-be sellers on the sideline,

has changed the way homes are bought and sold.

 

"Buyers are looking for value, but they're also looking for the right property," said Michael Anders, a broker and owner at

NW Realty Group in Lake Oswego. "With less inventory on the market, there's less for them to consider. If they don't find

what they're looking for, they'll wait."

 

Buyers can look for months, but they have to be ready to turn on a dime when they do find a home they like -- and they'll

often find themselves competing with other bidders. The most desirable homes in areas with few other choices on the market

can go quickly.

 

For the housing industry, low inventory is usually good news, a sign that supply and demand have aligned. These days, its

more a sign that sellers aren't confident in the value of their home, or that they would lose money if they were to sell.

 

New listings plummeted more than 25 percent in 2011 compared with a year earlier, even as sales increased 4 percent.
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Inventory in months, a measure of sales activity that represents how long it would take to sell all listed homes in a given

month's rate of sales, fell from 11.3 months in January 2011 to slightly more than 5 months by December.

 

The homes that are listed for sale typically belong to people who are forced to sell, for a new job or a family move, for

example. But most who have a choice are staying put.

 

Even so, with so little to choose from, some desirable neighborhoods have few homes for sale because good houses put on

the market are snatched up within days.

 

Take the Viegas home off Southeast Hawthorne Boulevard.

Within a day of putting their house on the market, they

had five offers.

 

"We thought we'd have some time to get used to the idea"

of leaving their home of 12 years, Viegas said.

 

Homes in Southeast and Northeast Portland, along with

Beaverton/Aloha, are among the best markets to sell, with

less than 5 months of inventory each over the past three

months.

 

Oregon City/Canby and Clark County, Wash., are softer markets, with more than 7 months of inventory each.

 

Buyers also have to weigh the merits of a discounted bank-owned house, sometimes in a state of disrepair, with the

convenience of a house that's been kept up and groomed for sale.

 

"A lot of the bank-owned houses haven't been lived in for years," Viegas said. "Some didn't have any of the appliances. We

don't have that kind of time or energy."

 

In 2011, 22.5 percent of all homes were in foreclosure or bank-owned, the foreclosure listings service RealtyTrac reported,

down from 28 percent in 2010. They sold for a 28.6 percent discount compared with other homes on the market, and many

went to investors rather than owner-occupants.

 

On the other hand, new homes typically sell for a premium, and at higher price brackets than the existing stock of homes.

 

Nationally, 2011 was the worst year for new-home sales since 1963. But builders reported a strong close to 2011 and, in

January, their highest confidence in the health of the market since June 2007.

 

Of the 34,000 Portland-area homes sold in 2011, at least 11 percent were new or still under construction, according to the

Regional Multiple Listings Service. That's 3,932 new single-family homes in a year when the U.S. Census Bureau reported

home builders started construction on only 3,133 houses in the Portland area.

 

It's a boon for the struggling home-building business, which hasn't seen as many of the local move-up buyers who kept them

in business through the boom years.
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"We're really now able to show people what we've been working on for the last four years," said Randy Sebastian, the

president of Renaissance Homes. "People come to Portland, Oregon, and when they get here, they realize the housing

inventory is pretty slim. The floor plans are obsolete. They would like to have something new in the location they want."

 

Renaissance has focused on building one or two homes at a time within the city of Portland.

 

Another builder, Arbor Custom Homes, has focused its efforts in northern Washington County, a hot suburban market.

 

"A homebuyer is either looking at our new home, or they're looking at an existing home that maybe has some issues," said

Brad Hosmar, the chief operating officer at Arbor. "Because there isn't a whole lot of existing inventory in the marketplace

right now, I think more people are going look at new construction."

 

Despite the competition, low inventory doesn't do much for the health of the housing market. Many sellers are waiting out

low pricing, while some buyers can't find what they need or can't secure financing to buy.

 

That means inventories are likely to stay low for another year, said Brian Houston, the principal managing broker at Coldwell

Banker Seal in Portland.

 

"We have a shortage of first time buyers, and we have sellers still trying to figure out if they're going to have a job next

month. There's a lot of people that could be trading up who got bitten by the crazy market," Houston said. "We've kind of

reached a stalemate."

 

--Elliot Njus
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