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Agency/Brokerage Relationships with Customers

The real estate profession is responding to the needs of consumers today for representation. Real estate agents may represent buyers, sellers, or both. Informed consumers can choose from a variety of business relationships with real estate agents.

The NATIONAL ASSOCIATION OF REALTORS( Code of Ethics requires REALTORS( to disclose to consumers whether they represent buyers, sellers, or both; however, laws governing the method and timing are different in each state. 

NAR supports state laws to clarify the law of agency as applied to real estate brokerage relationships. NAR has recommended clearly defining the duties for each type of brokerage relationship and allowing for the brokerage practice known as designated agency.

Under designated agency, brokers could designate an individual licensee to represent the seller and another to represent the buyer in the same transaction without creating a dual agency relationship. 

NAR does not support the pure non-agency facilitator concept. A facilitator is a person who assists the parties to a real estate transaction in reaching an agreement without being an advocate for the interest of either party.  In this type of relationship, the licensee owes the consumer none of the traditional fiduciary duties.


Full and timely disclosure is key to successful consumer relationships.

NAR recommends that states adopt laws that mandate agency relationship disclosure and rules to provide meaningful and timely written disclosure.

State laws should specify how brokerage relationships end; describe an agent’s duties upon termination of a client relationship; eliminate or modify the consumer’s vicarious liability for the acts of the agent; describe the disclosure duties of agents with respect to property condition; and, once a statutory framework is in place, replace the state’s common law (case law) if inconsistent.  

NAR encourages real estate firms to have a written company policy that addresses and outlines brokerage relationships with consumers. Such a policy provides brokers and sales associates with guidelines as to their duties and obligations to consumers.


Education about agency and brokerage relationships is an absolute for real estate professionals to help ensure customers receive the fullest representation possible in any real estate transaction.
NAR emphasizes the importance of education and training on the topic of brokerage relationships with consumers. The association also encourages state regulatory bodies to require pre-licensing courses and core continuing education programs to implement programs to accomplish this goal.
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Appraisal

Federal law mandates the use of state-licensed or state-certified real estate appraisers for the majority of federally related real estate transactions. 

The NATIONAL ASSOCIATION OF REALTORS( supports a licensed or certified appraisal for all federally related transactions.

States are authorized to establish their own licensing and certification systems. Concerning the minimum level at which appraisals must be performed by state licensed/certified appraisers, NAR supports a threshold level of $100,000 for residential loans and a $250,000 level for commercial loans.


Many state and local REALTOR(  associations have created their own appraisal sections to better serve the needs of their members.

NAR represents about 30,000 state-licensed and certified appraisers throughout the country.  NAR offers the professional designations of Residential Accredited Appraiser (RAA) and General Accredited Appraiser (GAA).

NAR is a sponsor of the Association of Appraisal Regulatory Officials, which represents state appraisal and regulatory board officials. NAR also is an affiliate sponsor of the Appraisal Foundation. The Foundation’s Appraisal Standards Board and Appraiser Qualifications Board establish appraisal standards and licensing/certification criteria for the appraisal profession.

NAR supports a borrower’s right to know the methodology of property valuation.

NAR adopted a policy that recommends lenders be required to inform borrowers of the methods used to value a property to determine the amount of the mortgage loan, and that borrowers have the right to be provided with a copy of each value estimate or value opinion obtained.

NAR is working to develop legislation to provide property owners with a tax credit for the difference between the amount they are paid by the government in an eminent domain proceeding and the property’s “true” fair market value. 

The assumption is that property owners are generally not paid fair market value in eminent domain proceedings.  One of the major missing elements is a process for determining the disparity between the amount paid by the government in the condemnation proceeding and the property’s “true” fair market value.  


HUD has announced it would institute an “Appraiser Watch” program modeled on HUD’s current  “Credit Watch” program for FHA lenders.
HUD is expected to seek public comment on the program.  The proposed program would monitor FHA loan performance and drop appraisers shown to be linked to high rates of defaults.

NAR appraisers say that if the program is based strictly upon defaults, it will miss many of the problems and concentrate effort and resources in the wrong areas.
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 Auctions

All types of property can be sold at auctions, which may allow sellers to eliminate long-term carrying costs and pass savings directly to buyers in the form of a reduced price. 

More real estate is going under the gavel every year. The latest figures available show that $58.5 billion of real estate was sold at auction in 2002.

For sellers, auctions mean immediate cash and no long-term carrying costs. For buyers, auctions offer both excitement and bargains.

Traditional auction firms look to real estate sales associates and brokers for property referrals and to register, assist, and accompany potential buyers to the auction sale. Listing brokers often assist auction companies by conducting open houses, providing inspection reports and photographs, and placing signage. Agents or brokers who assist auction companies earn a commission when the sale closes, depending on the responsibilities performed in agreement with the auction firm.


The NATIONAL ASSOCIATION OF REALTORS( actively supports the enactment of state laws requiring those who auction real estate to either hold a real estate license or conduct sales in conjunction with a real estate licensee. 

Forty states and the District of Columbia now require real estate auctioneers to hold a real estate license or to work with a licensee (exceptions include Idaho, Iowa, Louisiana, Maryland, Massachusetts, Missouri, Montana, North Dakota, Rhode Island and Virginia).


Online auctions are one way that technology is helping the real estate industry meet consumer demand. 

Online auctions work very much like traditional auctions. They rely on listings and referrals from real estate companies and real estate brokers to accept and verify bidder deposits; write and close the contracts; conduct open houses; and assist with up-front due diligence. Brokers earn a commission for the services they perform.


Successful auctions, whether online or not, require well-informed buyers, strong publicity, an adequate viewing period, and a full explanation of the sale terms. 

Often, auctions involve properties located in changing or weak market areas, rather than physically distressed properties. Properties that are unique or difficult to appraise also are good candidates for auction. Sellers pay fees that vary depending on the type and amount of properties sold.
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Banking/Federal Reserve
Consumers will be the losers if big banking conglomerates are allowed into real estate brokerage and property management. Megabanks will bring to real estate the same large-scale consolidation we’ve seen in the banking industry itself, and that means less competition, less choice and higher costs for consumers.

Federally chartered banks enjoy unfair competitive advantages over real estate companies.  They enjoy access to capital at lower rates than any other business. Their goal is to control the real estate transaction so that they can cross-sell their own loans and financial products, and discount brokerage fees to drive out competitors
A proposed rule by the Federal Reserve and the Treasury Department would change forever the way houses are bought and sold in America.  Who would you rather have sell your house: someone who works bankers’ hours or someone who works REALTORS(’ hours?

Banks have access to lots of information on their depositors, borrowers, credit-card holders, and investors, and could use that private data to market their financial products to homebuyers and sellers.

What bankers are seeking under the proposed rule is nothing short of the nationalization of the real estate industry.  Several national banks, joined by their regulator, the Comptroller of the Currency (OCC), are seeking to pre-empt state consumer protection and insurance laws.  Will they also try to avoid complying with state real estate licensing laws?
The 2003 Omnibus Appropriations bill, backed by the NATIONAL ASSOCIATION OF REALTORS(  and signed by President Bush in January, forbids the Treasury and Federal Reserve from spending any money to implement the rule. But the fight is not over. That restriction expires October 1 at the end of the 2003 fiscal year.

NAR is supporting legislation in Congress that would permanently forbid big banking conglomerates from getting into real estate.  NAR is urging REALTORS( to contact their members of Congress and urge them to cosponsor the Community Choice in Real Estate Act (H.R. 111/S. 98).

The drive to cosponsor the legislation is gaining momentum in both the House of Representatives and the Senate. Last year, more than half the members of the House signed on to cosponsor the bill, which was also supported by a diverse group of industry and consumer representatives.

Congress, not the regulatory agencies, should make the decision whether big banking conglomerates should be allowed to enter the real estate business.

 NAR supports one-stop shopping, but the big banking conglomerates have something else in mind—one-bank shopping.  Banks will steer consumers toward their proprietary products and services whether they are in the consumer’s interest or not.  Banks will be more interested in making a loan or selling mortgage insurance than helping a buyer find the best deal.

Real estate companies that offer mortgage services are not banks and don’t enjoy the advantages of a federal banking charter.  They don’t have access to funds at discounted rates, they can’t get deposit insurance and no federal agency will restore them to solvency if they get into financial trouble.

Banks that broker real estate and sell mortgages cannot avoid a conflict of interest.  NAR believes that bank-controlled real estate brokerages could become marketing arms of mortgage departments and other services banks sell.

Banks have it backwards. Real estate brokerage is not incidental to a financial activity.  It is the mortgage that is, in fact, incidental to buying a home. Twenty percent of all the homes sold in American involve no financing at all. Only 7 percent of recent buyers say that they bought a home for the investment potential or tax deduction.

REALTORS( overwhelmingly support NAR’s position on the banking issue, and most believe NAR should be even more aggressive in its efforts.

More than nine out of 10 REALTORS( oppose the pending rule, according to an NAR membership survey in February 2002. At least 96 percent of REALTORS ( support our efforts, and more than half think we should be doing even more. More than 80 percent of brokers are solidly behind NAR’s opposition to the rule.
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Bankruptcy

The NATIONAL ASSOCIATION OF REALTORS(  has long advocated meaningful bankruptcy reform.

Both the U.S. House of Representatives and the Senate have repeatedly passed the Bankruptcy Reform Act, which contains four real estate-related provisions.  However, the bill has yet to become law.  Early in 2003, the House passed a modified version of last year’s conference report.  There is not yet a companion bill in the Senate.

First, this legislation would eliminate the cap on single asset bankruptcy.
Under single-asset bankruptcy, current law subjects properties valued at less than $4 million to an automatic stay from creditors for 90 days. However, the stay for properties valued at more than $4 million can be extended for more than six months. NAR and its affiliate, the Institute of Real Estate Management, believe the cap is unfair and have long supported the creation of a level playing field for all properties by removing the $4 million cap.


Second, the bill would close a loophole that would allow residential rental tenants to avoid eviction.

Current law contains a loophole that allows a tenant to delay eviction by declaring bankruptcy. As a result, tenants file bankruptcy and refuse to pay rent, costing landlords thousands of dollars in lost rents and legal fees to pursue bankruptcy remedies. The bankruptcy reform bill would close this loophole.


Third, the measure would provide protection for shopping center owners when their tenants file for bankruptcy.

Current law allows shopping center tenants declaring bankruptcy up to 60 days to make a decision to assume or reject leases.  However, courts routinely extend this time for many months. Because of the complexities of the landlord-tenant relationship in shopping centers, the impact of this delay can be quite severe for landlords and tenants alike. The bill would limit the discretion of the courts to provide lengthy extensions of deadlines.


Fourth, the bill would protect community associations and their residents.

The bill provides that fees or assessments that accrue while the debtor has an ownership interest in a homeowners’ or condominium association may not be discharged. 
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Brownfields

The NATIONAL ASSOCIATION OF REALTORS(  has been an ardent supporter of brownfields legislation for many years, and won a hard-fought legislative triumph for commercial real estate owners and investors last year. The new law fosters cleanup and redevelopment of brownfield sites while protecting innocent property owners.

The Small Business Liability Relief and Brownfields Revitalization Act gives states and localities up to $250 million a year for five years to clean up polluted industrial sites.  It provides liability relief for innocent property owners and developers who have not caused or contributed to hazardous waste contamination, increases funding for the cleanup and redevelopment of contaminated sites, and recognizes the finality of successful state hazardous waste cleanup efforts under state brownfield programs.

The new law limits the authority of the U.S. Environmental Protection Agency to reopen contamination reviews of sites cleaned up under state programs.

Liability concerns and a lack of adequate resources and funding still pose obstacles to the successful redevelopment of many brownfields projects.  The practice of reclaiming brownfields for residential and commercial development is supported by environmentalists, developers, civic and political leaders, as well as real estate brokers and managers.

The EPA and Department of Housing and Urban Development have developed a spectrum of programs designed to help bring brownfields back to life.  But cities and states, entities closer to the problems, must play a pivotal role in finding locally viable solutions.

Brownfields are defunct, derelict, or abandoned commercial or industrial sites, many of which are tainted with toxic wastes.

Brownfields often cluster near prime real estate and already enjoy easy access to existing infrastructure, labor, and other resources.  Typically, such areas contribute immediately to creating jobs, increasing the tax base, easing traffic congestion, justifying investments in mass transit, and providing new housing.  The U.S. General Accounting Office believes there may be 500,000 brownfields across the country.
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Buyer Brokerage

Buyer brokerage is one of the fastest growing real estate specialties because more and more homebuyers want the services of an agent who owes full fiduciary responsibilities, duties, and loyalty to the real estate buyer.  The buyer’s agent works for the buyer-client and has the buyer’s best interests in mind. 

NAR’s 2002 Homebuyer and Seller Profile found that 47 percent of all buyers in 2001 hired a buyer’s agent to represent them in their real estate transaction.

The number of real estate professionals practicing buyer representation is swelling in response to consumer demand for representation in today’s home buying marketplace, according to the Real Estate Buyer’s Agent Council (REBAC) of the NATIONAL ASSOCIATION OF REALTORS( . In the last year, REBAC’s membership increased an average of 10 percent per quarter and now boasts more than 42,000 members.


Just as a seller’s agent is hired to obtain the price and sale terms sought by the seller, a buyer’s representative is hired to get the best possible price and terms for the buyer.

In buyer representation, a real estate professional is paid to represent the buyer in a real estate transaction. The buyer’s representative and the buyer negotiate the fee for service.


The buyer representation agreement sets forth how the buyer’s representative will be compensated. Compensation for the buyer’s broker is paid by the listing broker, the seller, or by the buyer directly.  The fee is negotiable.   

NAR recommends that consumers entering into a buyer representation agreement consent to the terms of compensation and sign a written agreement based on these terms before they start to view properties. The agreement should spell out the responsibilities of both parties throughout the real estate transaction.

In some states, legislation has been enacted to further protect the buyer; for example, if there is no written agreement, the agent automatically represents the buyer throughout the real estate transaction.


Buyer representation goes beyond just negotiating prices for homes.
A buyer’s representative might negotiate with the seller for a smaller deposit, for all closing costs to be paid by the seller, or for other contract terms more favorable to the buyer. 

Buyer brokerage assistance may include helping the buyer obtain third party assistance, such as legal counsel to review proposed contracts, or an inspector to conduct a structural inspection of the property. A buyer’s representative is loyal to the buyer’s interest.  Clearly, the service and expertise provided by a buyer’s representative are what the home buying public wants and values.

Buyer representation services begin with needs assessment, leading to a search for the right property and continuing to negotiations for the best price and terms, right through to completion of the transaction and beyond.

When seeking representation, buyers should look for the special designations ABR® (Accredited Buyer Representative) and ABRMSM (Accredited Buyer Representative Manager) awarded by REBAC to NAR members who have proven experience, education and training in buyer representation.

REBAC, founded in 1988, supports brokers and agents offering buyer brokerage. More than 32,000 REBAC members have earned the ABR® designation, and more than 400 broker-owners hold the ABRMSM designation. Buyers can find accredited REBAC members at http://www.rebac.net.

Updated: 4/14/03

Ls
Civil Asset Forfeiture

Building owners and managers should not be put in the position of policing illegal activities, such as drug activity by their tenants, in order to prevent the seizure of their property.  Rather, law enforcement officials should have overwhelming evidence that a property should be forfeited before they can seize a property—including housing—that might have been used in illegal activities.  
In 2002, Congress passed legislation to protect innocent owners who have no knowledge whether their property is used for illegal drug activities, and to protect those who have made reasonable efforts to stop the use of their property for such activities.

Formerly, the law allowed the government to seize property—including housing—without indictment, hearing, or trial. Law enforcement officials only had to show a “probable cause” of illegal activity to pursue an investigation and possible property seizure. That resulted in numerous property takings from building owners who had absolutely no connection to the charges filed. 

The new law shifts the burden of proof from the property owner to the government by requiring law enforcement officials to show by a preponderance of evidence that it is justified in undertaking a property seizure. The new law also ensures that the property of owners who have taken reasonable steps to prevent illegal activities cannot be subject to forfeiture, and it eliminates a costly bond requirement for owners who contest a property seizure.

Other key protections extend the time period a property owner has to contest a forfeiture; allow innocent owners the right to sue for negligence or loss of property due to forfeiture when the claimant is not convicted of a crime which was the basis for the forfeiture; and allow the property to be returned to the owner pending final disposition when a court determines that the hardship which will result to the property owner outweighs the government’s interest in holding the property.

This law only applies in federal forfeiture cases; state and local laws remain in place with respect to civil asset forfeiture.
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Commercial Real Estate

The NATIONAL ASSOCIATION OF REALTORS( has made a continuing commitment to advance professionalism in all commercial real estate specialties and to be the Voice for Real Estate on commercial real estate issues.
In 1999, NAR formed the Realtors( Commercial Alliance to serve the needs of the commercial market and the commercial constituency within NAR including commercial practitioner members; commercial committees, subcommittees and forums; commercial overlay boards (COBs) and commercial structures (CSs); and NAR commercial affiliate organizations.  These organizations include the CCIM Institute, the Institute of Real Estate Management, the Realtors® Land Institute, the Society of Industrial and Office Realtors®, and the Counselors of Real Estate—all of which are NAR affiliates.

The REALTORS( Commercial Alliance Advisory Board is comprised of leaders in commercial real estate from both within and outside the REALTOR(  family.  It provides a venue for REALTOR( members to work with major national, regional, and local market experts to identify and collaborate on issues of common concern.  The mission statement of the RCA Advisory Board is to identify and frame the challenges facing commercial real estate through proactive planning and collaborative programs, and to create greater efficiency and profitability for the more than 70,000 NAR commercial practitioners and non-REALTOR(  practitioners in the industry.

To that end, the RCA Advisory Board is currently engaged in a discussion about the merits of creating a national platform for Commercial Information Exchanges (CIEs).  In addition, the Advisory Board identified the need for and created task forces on License Reciprocity, Broker Lien Laws, Continuing Education Credits, and Industry Terminology.  The work of these task forces is ongoing and has been transferred to the RCA Committee for oversight.

NAR approved the formation of freestanding local Commercial Overlay Boards in 1992.  These COBs are so named because their jurisdiction may “overlay” the jurisdiction of residentially focused real estate boards.  Today, there are 29 COBs. In addition to the COBs, there are over 100 Commercial Structures, which include separate divisions of councils, societies, or committees of a residential board.  These CSs range in size from over 1,000 members to fewer than 20 members.

NAR’s Commercial staff encourages the formation of Commercial Overlay Boards and Commercial Structures, particularly in those areas where there are hundreds of commercial practitioners who are underserved.  This initiative also includes assistance to existing COBs and CSs so that they can improve and expand products and services to help capture the commercial practitioner constituency within their markets.  

The Commercial Overlay Board Guide and the Commercial Structure Guide were developed to walk REALTOR(  members, and local and state association staff, through the steps of creating a COB and/or CS.  In addition, Commercial staff makes field visits to provide hands-on assistance in the creation of COBs and CSs.

Aside from the Commercial Information Exchange activity on the RCA Advisory Board, staff has undertaken an initiative to promote the number of local CIEs among REALTOR( associations.  A CIE is similar to a residential multiple listing service (MLS); however, with a CIE there is no unilateral offer of compensation or cooperation set forth within the CIE.  Instead, commissions are individually negotiated for each transaction.  The CIE Development Guide, created by the NAR Commercial staff, is a valuable tool for REALTOR( associations considering development of a CIE.  There are currently 32 REALTOR(-operated CIEs nationwide.

The RCA Report commercial newsletter is published quarterly, and mailed free to over 35,000 REALTOR(  members and Institute Affiliate members identified as commercial practitioners in the association’s database (NRDS).  The Commercial INS electronic newsletter is e-mailed monthly to over 27,000 members.  

The official Web site of the REALTORS(  Commercial Alliance is www.REALTOR.org/RCA, where members can find an abundance of useful information and business resources.  The site includes commercial properties from REALTOR(  CIEs, developed by local COBs and CSs, and other commercial property services.  It includes a map with links to access CIEs all across the country, a searchable referral directory of commercial practitioners, and many other features.

Finally, NAR conducts valuable research for the commercial industry and produces the Commercial Real Estate Quarterly and the Commercial Forecast.  The RCA Committee, in consultation with the Commercial Real Estate Research Subcommittee, generates timely and relevant research initiatives. The findings are shared with members through our professional publications and Web sites.  
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Consumer Satisfaction

Buyers and sellers give high marks to real estate agents for the expertise and professionalism they bring to the real estate transaction. 
According to the 2002 National Association of REALTORS( Profile of Home Buyers and Sellers, in the ultimate sign of satisfaction, more than 67 percent of agent-assisted sellers and 67 percent of homebuyers said they definitely would use the same agent again in future transactions.

Almost 79 percent of sellers chose a real estate agent to sell their home; only 13 percent sold their home themselves—down substantially from a year earlier.

Nearly seven out of 10 homebuyers used a real estate agent in their home purchase. More than 67 percent of buyers say they expect real estate professionals to help them find the right house to purchase.

Almost four out of five homebuyers used a real estate agent as an information source during their home search, and 87 percent of consumers surveyed said they expect to use a real estate agent as an information source in their next home purchase.


Today, homebuyers and sellers need real estate professionals more than ever to guide them through the complexities of the transaction. Information technology puts a wealth of information about real estate on consumers’ desktops, but the real estate transaction remains as complicated as ever. 
Even with so much information so easily available through the Internet, more and more consumers are turning to real estate professionals to assist them in the transaction. In fact, home buyers who use the Internet to shop for a home are more likely to use a real estate professional (77 percent) than traditional home buyers (64 percent), according to the 2002 Profile.  Real estate professionals are moving from being the providers of information to being interpreters of information.

Less than a decade ago, a home could be bought with a two-page contract. Now consumer-mandated seller’s disclosures, environmental and structural reports, and other legal documents have made home transfer very complicated. The typical sale of a home today involves more than 20 steps to complete the transaction. Real estate professionals work with contracts daily and can fully understand which points are harmful and/or beneficial to their customers and clients.

Consumers continue to find value in having a real estate professional help them through the home buying and selling process. The wide variety of services real estate professionals provide are proving ever more valuable in real estate transactions, especially in light of new financing twists and sales contract intricacies.
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Credit Scoring

The NATIONAL ASSOCIATION OF REALTORS(  advocates the full disclosure of credit scores, which mortgage lenders are increasingly using to determine consumers’ credit worthiness. 

NAR advocates not only the full disclosure of credit scoring, but also the full disclosure of the credit information used in credit scoring, the rationale for the score, the vendor that generated it, the date the score was created, the full range of possible scores, and the role credit scores play in the loan-approval process.

Credit scores rank borrowers in terms of their relative risk of defaulting on consumer debt based on the borrower’s credit histories available from one or more of the three national credit-reporting agencies. 


NAR believes lenders should disclose the numerical credit score as well as the principal factors influencing the score.  Lenders should also explain to borrowers what impact the credit score may have on the mortgage funding decision.

Although legislation has not been reintroduced in the 108th Congress to date, the preemption provisions for the Fair Credit Reporting Act need to be reauthorized this year. It is expected that action on credit scoring will be addressed in such legislation.

Last year, NAR endorsed legislation introduced by U.S. Sens. Wayne Allard, R-Colo., and Chuck Schumer, D-N.Y., that calls for specific disclosures. That legislation would have amended the Fair Credit Reporting Act (FCRA) to require disclosure of credit scores.  Under that measure, consumers would receive their numerical credit score and an explanation of the factors that determined the score. 

 
Mortgage lenders are increasingly using credit-scoring techniques and automated underwriting technologies to evaluate the risks associated with lending. But homebuyer knowledge lags behind. Credit scoring and automated underwriting could make mortgage credit more widely available at lower costs, if those are properly used with consumer safeguards.
In a typical transaction, mortgage lenders contract with one of the three major credit-reporting agencies to gain access to a borrower’s personal credit report.  The federal Fair Credit Reporting Act regulates use of this dossier.  The right to scrutinize one’s own report is guaranteed under that law; but when reporting bureaus contract with a mathematical modeler to obtain a “credit score,” that protection is not available from the mathematical modeler.  

A consumer’s score is critical to his or her qualifying for the best mortgage rate and terms.  In today’s mortgage lending environment, one of two things often happens when a consumer fails to qualify for the best mortgage rate.  Either consumers are denied credit or they are offered a loan product with terms reflecting the risk they represent to the lender.  Consumers have no idea whether or not they are getting a good deal from the lender to whom they become “locked.”

In response to growing consumer pressures, Fair, Isaac & Co. (FICO) announced that it was teaming with the credit bureau Equifax to allow consumers to access their credit score.  Along with the numerical score, consumers will receive an explanation of the factors that determined their score.  The score disclosures will cost consumers a nominal fee.
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Dispute Resolution System


Buyers or sellers who want to resolve differences among themselves or with a REALTOR(  can take advantage of the NATIONAL ASSOCIATION OF REALTORS( dispute resolution system. The system aids in the settlement of differences between sellers and buyers, and between consumers and real estate practitioners, through mediation or arbitration rather than costly and time-consuming litigation. 

Dispute resolution is a general term used to identify means of resolving disputes out of court, such as by mediation and arbitration.  Dispute resolution programs are becoming increasingly important today as parties and the court system alike are trying to find programs that will take cases out of the traditional legal system and solve disputes in a quick and cost-efficient manner.  Dispute resolution is a serious effort to design workable and fair alternatives to traditional civil litigation.

The program is not used to settle differences between REALTORS( because the NAR Code of Ethics already includes procedures for handling such disputes.

      
State and local associations of REALTORS( can now offer mediation, arbitration, or a combination of both, to resolve real estate transaction disputes involving consumers.

An association’s choice to work toward dispute resolution through mediation and arbitration strives to improve understanding between real estate professionals and their clients, provide an alternative to burdensome and costly legal procedures, and enhance the business climate faced by REALTORS(.

In mediation, the parties work to settle their disputes with the help of an impartial mediator. Parties do not forfeit their legal rights to arbitrate or litigate the dispute if mediation is unsuccessful. If the mediation is successful, the parties sign a legally binding contract agreeing to the terms of the resolution. If the mediation is unsuccessful, sellers, buyers or real estate professionals may then proceed with arbitration or litigation.  In arbitration, a third party or parties are usually given the authority to issue a binding decision.

Dispute resolution programs are faster and less expensive than litigation, and discourage frivolous claims. The programs also thereby improve the image of NAR, associations and members, because they have taken the initiative to find and provide alternatives to litigation.

NAR makes the DRS program available to all interested state and local associations of REALTORS(. 

More than two dozen state associations and more than 100 local associations of REALTORS( have endorsed dispute resolution standards. State and local associations voluntarily decide whether to endorse the program. To participate, a state or local association must demonstrate that it can satisfy the criteria established by NAR to safeguard the integrity of the program. 

Updated: 4/3/03

Ls

Diversity

Barriers still exist that make homeownership difficult for many who want to own a home of their own.  The problem with homeownership today is that it doesn’t look like America today.

THE NATIONAL ASSOCIATION OF REALTORS(  is committed to making the face of homeownership in America “look more like America.” NAR is committed to increasing homeownership, especially among minorities and low- and moderate-income families—the groups that homeownership often eludes the most.

NAR is working with the White House and the Congressional Black Caucus Foundation in its efforts to increase minority homeownership by 5.5 million over the next 10 years. NAR’s Housing Opportunity Program focuses on existing and new activities at all levels to improve our nation’s housing, increase affordability, and expand opportunities for minorities, persons with disability, seniors, and new households.

NAR’s policy initiative includes efforts to increase funds for downpayment assistance, enact an affordable housing production tax credit and expand consumer safeguards regarding credit score disclosure and insurance scoring.
There is a gap in homeownership rates between minority households and white households. While over 70 percent of white households own their homes, less than 50 percent of African American and Hispanic households own their home, according to research from the Joint Center for Housing Studies at Harvard University,


Here are some statistics that put the issue in focus: The homeownership rate for African American households in the fourth quarter of 2002 was 47.5 percent, down from 48.1 percent in the fourth quarter of 2001; homeownership by Hispanic households was 49.5 percent, up from 48.8 percent a year earlier.  The homeownership rate for Asian, Native American, and Pacific Islanders was 55.4 percent, up from 53.2 percent in the fourth quarter of 2001. By comparison, 74.8 percent of non-Hispanic whites were homeowners, up from 74.4 percent a year earlier.

More than two-thirds of the new households created in the next 10 years will be minority or immigrant households.  Minorities and immigrants place a higher priority on homeownership than does the overall population, according to a study by Fannie Mae.

The buying power of African Americans now exceeds $600 billion annually and the combined buying power of all minorities is over $1.3 trillion. That buying power is increasing at a rate faster than either the increase in minority population or the increase in the overall buying power of the nation.


Hand in hand with removing the disparity in homeownership between white and black homeowners is an effort by NAR to bring more minorities into the real estate industry. To achieve this vision, NAR’s diversity plan incorporates three major program initiatives.

Diversity training, through NAR’s award winning At Home with Diversity program, educates real estate licensees to effectively reach out to all racial and ethnic groups in their communities. More than 9,000 REALTORS( have completed the course and have earned the At Home With Diversity certification. A key benefit of this training is the development of an inclusive marketing plan designed to meet the needs of each participant’s market demographics.

NAR advocates policies that address real estate issues in minority communities, and promotes and celebrates the leadership and professionalism of minorities in real estate through partnerships with leading organizations in the industry. NAR has partnered with such organizations as the National Association of Real Estate Brokers, the National Association of Asian American Real Estate Professionals and the National Association of Hispanic Real Estate Professionals. 

Working closely with state and local associations develops diversity actions and programs at the local level and increases the involvement of minority members in the association. During 2002, NAR tested several approaches with four state and local associations to facilitate planning for diversity at the local level. The results of these tests are being used to develop tool kits and technical assistance for state and local association use.



For more than 25 years, NAR and the Department of Housing and Urban Development (HUD) have been actively engaged in the achievement and promotion of fair housing. This collaboration and involvement has successfully helped elevate the importance of open and free housing across the nation.

NAR and HUD, along with the National Association of Real Estate Brokers, the National Association of Hispanic Real Estate Professionals and the National Association of Asian American Real Estate Professionals, recently entered into a partnership to promote fair housing and to expand minority homeownership.
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Endangered Species Act


Listing species as endangered or threatened and designating their critical habitat under the federal Endangered Species Act (ESA) are important components of environmental protection.  However, these protection efforts can directly and negatively affect the economies of regions that encompass a species’ critical habitat.  Recent critical habitat designations, spurred by court order, have covered millions of acres.  
The NATIONAL ASSOCIATION OF REALTORS( supports reforms to the ESA that take into account the socioeconomic impacts of designating and recovering endangered and threatened species.  NAR also supports safeguards that protect private property rights and compensate landowners when the use or value of their property has been wholly or substantially eliminated by species protection efforts. 

NAR backs incentives that encourage species protection, as opposed to restrictions and penalties that force compliance. Species protection efforts should work with, rather than against, property owners. NAR supports the use of sound and verifiable scientific evidence in the listing of species and the designating of their critical habitat. NAR also supports greater inclusion of citizens and state and local governments in the listing, designating, and recovery planning processes.

In the 108th Congress, NAR is advocating both legislative and regulatory measures to reform ESA.  Reform efforts are under way in Congress and the U.S. Department of Interior, focusing on such areas as species protection incentives to landowners and improvements to the scientific basis for listing decisions.  
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Fair Housing

The NATIONAL ASSOCIATION OF REALTORS( is an outspoken advocate for Fair Housing. 
NAR and the U.S. Department of Housing and Urban Development (HUD) have developed a model Fair Housing partnership to promote cooperation on fair housing issues between the real estate industry, fair housing groups, and government. The voluntary partnership looks to identify fair housing issues and concerns, and jointly develops and implements solutions. That partnership serves as a national model that can be replicated at the local level.  

NAR supports the Fair Housing Act as amended in 1988, which gave HUD more authority to enforce the act. The law also expanded protection from discrimination to families with children and persons with disabilities. 


NAR firmly supports the principle of fair housing for all. Access to housing must not be denied or restricted on the basis of race, color, religion, sex, handicap, familial status or national origin. 

NAR members are committed to complying with fair housing laws. There is no room in our profession for housing discrimination. Fair housing not only is a matter of good business, but also it is a matter of basic human rights. People have a right to live wherever they can afford to live, and REALTORS( have an obligation to protect that right.

REALTORS( play a vital role in enforcing fair housing laws.  We’re on the “front lines,” working with buyers and sellers to see that the laws are enforced for the benefit of all.


Education is our most important tool to fight discrimination.

NAR’s diversity program helps licensees reach racial and ethnic groups. NAR’s award-winning At Home With Diversity program helps REALTORS( and REALTOR( companies plan their marketing to reach all racial and ethnic groups in the community.  NAR has been a leader in developing fair housing training programs and, along with state and local associations, has successfully advocated fair housing training requirements for real estate licensees.

NAR, along with its state and local association of REALTORS(, celebrates April as Fair Housing Month using various community-based programs to help increase public awareness about the fair housing laws and the issues surrounding discrimination.
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Fees for Services

Many real estate companies are offering a fee-based schedule of real estate services to give homebuyers and sellers greater choice and control over the real estate transaction.  This fee-for-services option takes advantage of technological advances that make it easier to respond to consumers on the Internet. 

Recent research shows that within five years the majority of real estate transactions may be nontraditional.  In response to that research, many real estate agents are learning how to structure their services and receive appropriate compensation for them by rendering fees-for-services to buyers and sellers.

In a fee-based services business model, major facets of a buying or selling transaction, such as competitive market analysis, counseling, and negotiations, will become separated, and will open possibilities for REALTORS(  to offer more fee-based consultative services.

Fee-based billing structures and retainers are comparable to those used by attorneys and other professionals, as well as real estate practitioners in a number of foreign countries.


Discount brokerage and fee-for-service operations are often confused.  The first typically involves a reduced package of services at a lower cost to the seller, while fee-for-service involves a wide range of services at different costs and is focused on both buyers’ and sellers’ requirements.
Choosing between a discount real estate agency and a full-service agency is a matter of deciding the degree of service the seller would like the listing broker or agent to perform. A REALTOR(—either full-service or discount—who is hired by a seller is compensated for getting the sales price and terms the seller wants. Compensation is based largely on the marketplace, the cost of overhead and the services provided.

Through technology, the real estate industry is becoming more efficient and effective for consumers.
Although technology has expanded the availability of real estate information to consumers and made the unbundling of services easier, it has not eliminated the complexity of the real estate transaction and has not replaced the need for human interaction. In fact, home buyers who use the Internet to shop for a home are more likely to use a real estate professional (77 percent) than traditional home buyers (64 percent), according to the 2002 National Association of REALTORS( Profile of Home Buyers and Sellers.

Technology is just a tool that helps people. Successful practitioners are focused on adding value to the transaction by providing customized information, advice and knowledge.


Sellers may be able to save commission costs by selling on their own or using discount firms, but by doing that they deny themselves the benefit of a REALTOR( who is trained to sell real estate on the terms most advantageous to the party represented.

REALTORS( have a clear understanding of the local housing market and financing options and can provide up-to-date reports to their clients. REALTORS( also can provide more exposure to listing via multiple listing services than most homeowners can obtain on their own.
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FHA Programs


The NATIONAL ASSOCIATION OF REALTORS( is a strong supporter of the Federal Housing Administration’s single-family mortgage insurance program.  FHA has helped more than 25 million families achieve the dream of owning their own home and has been insuring single-family homes since 1934.  

NAR believes that federal mortgage finance and assisted-housing programs that have proven records for producing and preserving affordable housing must not only be preserved but also strengthened. They must be provided with significant additional resources to encourage homeownership opportunities for all Americans and increase the supply of affordable rental housing nationwide.  

NAR is committed to preserving FHA’s market viability and financial solvency.  FHA’s single-family program is self-sustaining and does not cost the American taxpayers any money.  Independent audits show that FHA’s capital ratio—the primary indicator of the program’s fiscal health—exceeds congressionally mandated standards and that ratio is positioned to exceed those standards for the near future.  

FHA mortgages are used most often by first-time homebuyers, minority buyers, low- and moderate-income buyers, and buyers who cannot qualify for conventional mortgages because of high loan-to-value or payment-to-income ratios.  

Millions of households are now spending more than half of their income on housing or living in substandard units. Action is needed to improve the availability of low-cost financing, preserve and enhance the existing stock of affordable housing, and increase production of new units of housing.
Too many potential homeowners in underserved populations continue to be left out from the American dream of owning a home, despite the success of the FHA program. Additionally, in high cost areas of the country FHA is not a useful homeownership tool because its maximum high-cost mortgage limits lag the median price of housing.  As a result, teachers, police officers and municipal workers are excluded from the benefits of homeownership in communities where they work.

Effective January 1, 2003, HUD raised the FHA mortgage limit for high-cost areas to $280,749 from $261,609. The base FHA mortgage limit increased to $154,896, up from last year’s limit of $144,336.  These increases are helping to enhance homeownership opportunities for thousands of families.

NAR urges Congress and the administration to add the high-cost states of California, New York and Massachusetts to the list of designated high cost areas.  The median price of housing in several communities within these states is well above the FHA high-cost limit.

  
NAR will continue to advocate for preservation of the FHA single-family program and policy enhancements to meet the changing universe of the mortgage marketplace.

Last year, NAR successfully lobbied to make permanent the FHA downpayment simplification calculation. This simplified formula makes FHA loans easier to understand and calculate.  NAR has long maintained that the principal barrier to homeownership is accumulating the downpayment amount. Reducing the front-end fees on mortgages and providing downpayment assistance can help many deserving families to purchase housing. 

NAR supports enactment of The Access to Affordable Mortgages Act, H.R.1443, sponsored by Rep. Ken Calvert, R-Calif., that would enable lenders to offer a hybrid FHA ARM to stimulate broader homeownership opportunities.

NAR is also advocating that HUD resume payment of distributive shares to FHA borrowers to provide a source of financial revenue to borrowers.  Such monies may be useful to help needy family members in these times of economic hardship.  

NAR also supports a number of provisions in President Bush’s 2004 HUD budget request, which includes the creation of the American Dream Downpayment Fund and the Renew the Dream Tax Credit. 

NAR strongly supports the American Dream Downpayment Act, H.R. 1276/S. 811, which has been introduced in the House by U.S. Reps. Katherine Harris, R-Fla., and Mike Rogers, R-Mich., and in the Senate by Sen. Wayne Allard, R-Colo.  This vital legislation will help low-income families pay downpayment and closing costs on their first homes.

The American Dream Downpayment Fund initiative, to be funded in the above legislation, would provide $200 million in grants to states and local governments to help 40,000 low-income families under HUD’s HOME Investment Partnership program. HOME helps address the shortages of affordable rental housing and homeownership in communities nationwide.
NAR is also advocating enactment of the Renew the Dream Tax Credit to increase the supply of single-family housing available for purchase by low- and moderate-income families.  This affordable housing production tax credit was recently introduced in the House by Reps. Rob Portman, R-Ohio, and Benjamin Cardin, D-Md., and in the Senate by Sens. Rick Santorum, R-Penn., and John Kerry, D-Mass., to assist developers and investors who construct or rehabilitate purchase housing for low- and moderate-income families.

NAR also supports broadening FHA homeownership education and counseling.  NAR backs the president’s budget request for an additional $10 million for housing counseling assistance for first-time homebuyers. 
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Financing Alternatives

Despite current low mortgage rates, some potential homebuyers remain shut out of the market.  However, prospective homeowners may be able to overcome financing obstacles by using alternatives to standard home financing methods. 

Financing alternatives include:

For buyers who need an extended period to raise funds, and for sellers who do not need the equity from the sale of their home to purchase another home, there is the rent-with-option-to-buy agreement.  Under a lease-purchase arrangement, part of the tenant’s rent—usually 10 percent to 20 percent—is applied toward a downpayment. When the downpayment savings reach a specified amount, the tenant obtains financing for the remaining amount of the purchase price, and title is conveyed. 

Buyers who can’t financially qualify for conventional financing might seek seller financing.  This involves an agreement from the seller to take back part of the mortgage amount as a promissory note.  The buyer might make monthly payments directly to the seller, rather than to a lender.  A benefit of seller financing is that buyers don’t have to pay points and, thus, are able to cut closing costs.

For buyers who need financial assistance to make the downpayment and/or meet monthly payments, there is equity sharing. Equity sharing involves a negotiated joint-ownership of real estate by two or more parties, with one party occupying the property as his or her principal residence. One party may make the downpayment and/or closing costs, while the other makes the monthly mortgage payments; or the downpayment and monthly payments can be shared in equal or unequal amounts. 

Buyers who may marginally qualify for a loan or need an additional incentive might seek a concession.  This is anything of value added to the transaction by the seller, builder, developer, salesperson, or any interested party.  It also may include closing costs that normally would be paid by the buyer or cash given to the buyer to reduce non-housing debts.  From the seller’s perspective, there may be little difference in offering a monetary concession or lowering the property price.  However, to a buyer, a concession may be preferable because it is money that can be applied directly to the purchase.


In recent years, lenders have offered an increasingly wide variety of low- or no-downpayment programs to enable people to buy homes of their own.  Many of these programs go hand-in-hand with programs offered by Fannie Mae and Freddie Mac to reduce downpayment and closing costs. 

Buyers might also use a home equity loan. As a secondary loan in the purchase process, the home equity loan may be a viable option for reducing private mortgage insurance or further facilitating the home purchase. 

The NATIONAL ASSOCIATION OF REALTORS® is concerned about home equity loans with loan-to-value (LTV) ratios as high as 125 to 135 percent of a home’s value.  Borrowers sometimes become misinformed about the deductibility of interest payments on high LTV loans. In essence, these are consumer loans secured by a borrower’s home, and interest is deductible only on loans totaling as much as a home’s actual value.  Debt burdens associated with high LTV loans are risky and could make it impossible for homeowners to trade-up to a larger home. 

Another disadvantage to high LTV loans is that they could lead to overstatement of a property’s value and raise the prospect of predatory lending practices.  Borrowers need to be savvy about the risks associated with the potential for overstated values and predatory lending pricing.
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Flood Insurance

Affordable flood insurance for owners who live in a flood zone is critical to economic growth and development.

The NATIONAL ASSOCIATION OF REALTORS(  supports improving and streamlining the National Flood Insurance Program (NFIP), especially upgrading the flood hazard-mapping program so that flood insurance is easier to obtain.


NAR is particularly concerned about the accuracy of the floodplain maps, fees attached to the use of the maps, and proposals that would make the NFIP more restrictive for properties subject to repeated flooding.

NAR calls for adequate funding for the flood hazard mapping program carried out by the Federal Emergency Management Agency.  Inaccurate maps add cost and time to the real estate transaction.  Maps should show whether a property is located in a flood plain; that is necessary for mortgage lenders, who have a statutory obligation to require flood insurance on risk-prone homes.  The maps also permit homeowners to assess their risk of flood damage. NAR is concerned that faulty maps may place properties inaccurately in or outside of flood zones.

NAR opposes any fees that would add to the costs to buying a home.  NAR believes that imposing a fee on all mortgage applicants, regardless of whether their property is located within a floodplain, is an unfair and inappropriate way to obtain funds to update the system. Such a fee is effectively a tax on homeownership.

NAR supports the imposition of higher flood insurance premiums on repetitive loss properties to ensure that property-owners are paying for flood insurance that reflects the risk they are incurring by living in a flood zone.  Property owners in some low-risk areas pay the same federal insurance premiums for comparable coverage as people in high-risk erosion zones. NAR does not support higher premiums for second homes and rental properties.
NAR believes NFIP should be revised to include risk-based insurance premiums. That would solve inequities and result in wiser use of property in erosion-prone areas by allowing owners or developers to decide for themselves if they are willing to take such risks at higher costs.

NAR believes local jurisdictions should be responsible for informing owners if their land lies in a flood-prone area. Local governments should inform property owners of susceptibility to floods and availability of flood insurance.

Congress recently provided FEMA $150 million in the fiscal year 2003 budget to update and modernize the floodplain maps.  This allows FEMA to begin a comprehensive, nationwide mapping initiative. 

NAR will be working closely with FEMA to ensure an appropriate prioritization of the new resources.  FEMA’s fiscal year 2004 budget request asks for $200 million in funds to continue the mapping improvement program.  NAR supports FEMA’s map modernization program and will work with Congress for passage of FEMA’s budget request for map updating and digitizing.
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For Sale By Owner -- FSBO


The majority of home sellers in today’s market rely on the expertise of a real estate professional to assist them when they sell their home.

The2003 NATIONAL ASSOCIATION OF REALTORS®’ Profile of Homebuyers and Sellers shows that the number of consumers selling their home without a real estate professional stabilized at 14 percent in the first quarter 2003 after slipping to 13 percent in 2001.  This was down from 16 percent in 1999 and a cyclical high of 18 percent in 1997. 

However, 44 percent of buyers who purchased their home directly from an owner in early 2003 knew that seller in advance of the transaction, compared with 27 percent in 2001.  Only 5 percent of buyers purchased directly from buyers they didn’t know in advance of the transaction, down from 11 percent in 2001.

These findings are a clear reversal of previous trends in which more people attempted to sell homes on their own in a strong real estate market.  Since each of the years above reflects a higher sales record than the previous period, the old adage no longer applies.

Several factors appear to account for the decline: the increasing complexity of the transaction process, with more disclosures and legal requirement than ever before; the amount of time required to market and show a property; and security concerns about the motivation of strangers dealing directly with owners and walking through their homes.  

The typical FSBO (for-sale-by-owner) is 46 years old and has a median household income of $75,800 close to the $74,600 median income of those who use real estate professionals.  However, the median For Sale by Owner selling price was $145,000, compared with the median agent-assisted transaction price of $175,000.


Since For Sale By Owner sellers do not use a real estate professional, they have to do their own marketing to attract potential buyers.  Real estate professionals have an expertise in marketing that can help sell a home for more money in less time. 

The latest NAR survey found that only 20 percent of FSBOs used the Internet as a marketing tool,  71 percent of home shoppers used the Internet in their search.  Most buyers, 41 percent, first learned about the home they purchased from a real estate agent.

Because sellers are faced with a number of challenges, only half of recent FSBOs said they would sell their current home without the assistance of an agent, while many were unsure of what they’d do.  The biggest problem areas for FSBOs were understanding and completing paperwork, preparing a home for sale, getting the right price and having enough time for all aspects of the sales process.

Real estate professionals assist both sellers and buyers with a variety of the details surrounding a real estate transaction. Real estate pros can help a home seller set a realistic price for the property and ensure the proper paperwork and various inspections are handled correctly.

In addition, real estate professionals are experts in marketing properties to attract qualified buyers.  A broker or sales associate also can show a home more objectively than can a seller who is emotionally attached to the home and who might become unnerved by prospective buyers’ critical comments.

The real estate pro also checks the financial capability and bona fides of buyers before allowing them onto a seller’s property.
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Government Sponsored Enterprises (GSEs)


The NATIONAL ASSOCIATION OF REALTORS(  opposes any regulatory reform of Government Sponsored Enterprises (GSEs)—Fannie Mae, Freddie Mac, and the Federal Home Loan Banks—that would remove their lines of credit to the U.S. Treasury or limit their federal ties.  NAR believes that any such proposals would have real consequences for capital markets and for homeowners. 

The secondary mortgage market activities of the GSEs—Fannie Mae, Freddie Mac and the Federal Home Loan Banks—currently work to the benefit of the mortgage lending industry, homeowners, and the nation’s housing policy.  
NAR supports the secondary mortgage market activities of the GSEs that make mortgage credit available at reasonable costs to as many creditworthy homebuyers as possible.

Removing or restricting the GSEs’ federal government ties would affect investor confidence and the liquidity of the debt obligations and mortgage-related securities in domestic and international capital markets. Homeownership costs could increase since the GSEs’ costs to fund debt obligations and securities directly affect the availability and cost of mortgage credit.

The GSEs were created to do what no fully private company could do or was willing to attempt. Congress limited the GSEs to a single line of business in return for their federal charters and other benefits. 


REALTORS( and homebuyers rely on the Government Sponsored Enterprises to provide liquidity in the mortgage marketplace.

Fannie Mae, for more than 60 years, and Freddie Mac, for more than 30 years, have fulfilled their congressionally chartered mission in good economic times and in not-so-prosperous economic times. Fannie Mae and Freddie Mac, unlike primary market lenders, remain in the markets during downturns. NAR will continue to urge that Congress not lose sight of the commonly shared goal of bringing homeownership within reach for all Americans. 


Despite REALTORS(’ general support for the Government Sponsored Enterprises, we do have our criticism of Fannie Mae and Freddie Mac. For example, we strongly disagree when they oppose increasing the FHA mortgage limits. 

NAR supports strengthening the regulatory regime that oversees the GSEs. However, any regulatory reform must preserve innovation in the mortgage delivery system. Regulatory reform should not result in a structure that effectively hamstrings the GSEs and leaves them vulnerable to cumbersome or burdensome oversight that stifles competition in the marketplace, reduces their effectiveness as mortgage investors, or makes them vulnerable to changes in the financial markets.
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Homeownership


Homeownership is the fulfillment of the American Dream. Homeownership is the traditional starting point for American families to accumulate wealth, provides shelter and security to families, and fosters involvement in community life as well as participation in democratic institutions.

Given record levels of homeownership in the United States, owning a piece of the pie appears to be the clearest sign of achieving the American Dream.  Homeowners, as most people who become firmly rooted in their communities, generally are more likely to be active participants.

A NATIONAL ASSOCIATION OF REALTORS( survey of prospective homebuyers shows that homeownership ranks among the highest of priorities; prospective homebuyers say their primary reason for saving is to buy their own home.  In addition, U.S. Census Bureau data shows that foreign-born Americans are just as likely to buy homes as native-born Americans, demonstrating that homeownership is a high priority for immigrants as well.

The NAR survey found that a desire to stop paying rent is the primary factor behind most first-time home purchases.  First-time buyers also ranked the desire for tax incentives and a need for more living space as important reasons to buy.  Among repeat buyers, the need for a larger home, corporate relocation or a new job, and tax deductions were most frequently mentioned as reasons to buy.

NAR research also shows that homeowners and renters both view homeownership as a measure of financial security, and government statistics demonstrate that it is.  Survey respondents said they would sacrifice luxuries such as home entertainment systems, cars, and vacations to purchase a home.


The national homeownership rate is at a new record. 

Statistics from the U.S. Census Bureau suggest that homeownership is, in fact, affordable for many. The national homeownership rate reached an all-time high of 68.3 percent of U.S. households in fourth quarter of 2002.  Although a few countries have higher homeownership rates, given the quality of the overall housing stock in the country, it can be argued that the U.S. is the best-housed nation on earth. 

Though homeownership has generally increased among minorities, there is still a disparity between rates for white, African Americans, Hispanics, and other minority groups.

The homeownership rate for African American households in the fourth quarter of 2002 was 47.5 percent, down from 48.1 percent in the fourth quarter of 2001, while homeownership by Hispanic households was at 49.5 percent, up from 48.8 percent a year earlier. The homeownership rate for Asian, Native Americans, and Pacific Islanders was 55.4 percent, up from 53.2 percent in the fourth quarter of 2001.  By comparison, 74.8 percent of non-Hispanic whites were homeowners, up from 74.4 percent a year earlier.


Barriers still exist that make homeownership difficult for many who want to own a home of their own. The problem with homeownership today is that it doesn’t look like America today.

Some renters are held back from homeownership by financial constraints, but others don’t buy simply because they think they can’t. The major reasons renters cite for believing they cannot buy a home of their own are they can’t qualify for a mortgage, can’t save for a downpayment, and expect soaring home prices.  However, the survey found that less time was needed to accumulate a downpayment than renters anticipated.

Low- and moderate-income families, as well as minorities, are the groups that homeownership often eludes the most.

In response to that, plus the need to increase affordable housing opportunities for everyone, NAR and its partners established a new award program in 2001 to recognize outstanding contributions to minority homeownership.  Partnering with several other minority-based housing groups, NAR launched the HOPE Awards (Home Ownership Participation for Everyone), a national program developed to promote minority homeownership. The program recognizes up to six organizations and individuals who are making outstanding contributions to the cause of increasing minority homeownership.

Among the social benefits homeownership provides are community involvement, volunteerism, knowledge of local government actions, and an overall reason to care.

Homeownership provides important social as well as economic benefits. A high rate of homeownership leads to increased involvement in the community.  NAR research indicates that homeowners are voters and they volunteer their time for political and charitable causes more frequently than renters do.

For homeowners, the value of their homes—the largest investment most of them will make in their lifetimes—creates an incentive to stay abreast of local government actions. Owning a home gives people greater reason to care. And that makes a huge difference.
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Housing as an Investment

Housing is a key driver of the economy and continues to be the most solid investment for the majority of American households. Housing provides steady returns largely unaffected by the volatile movements of the stock market.

Low mortgage interest rates and a decline in the stock market are driving Americans in record numbers to purchase a home. Over the past few years, Americans have shown a readiness to pull their money out of stocks and put it into real estate—a wise and practical move that provides not only safety for their investment and but also a place to live in.

Homeownership is the traditional starting point for American families to accumulate wealth. The NATIONAL ASSOCIATION OF REALTORS( reports that the median existing-home price increased 7.0 percent in 2002 and is projected to rise 6.1 percent this year.  In the same period, stock indexes varied widely and unpredictably.  Since record keeping began in 1968, the national median home price has risen every year, even during recessions and periods of sales decline.  Typically, home values rise at the general rate of inflation, plus one- to two-percentage points.
Buying a home should be approached as a long-term investment, providing both equity accumulation and tax benefits over time.  It’s important to note that most of the country has never experienced even a temporary downturn in home prices.
The sharp changes in the financial markets over the last few years underscore the stability of residential real estate as a safe choice for consumers.  Although it’s possible for local housing markets to experience temporary price corrections, most of the peaks and valleys in home prices that deviate from a normal, gradual increase tend to smooth themselves out during the typical period of homeownership.

  
Dollar for dollar, the rate of return on an individual’s cash downpayment on a house is very substantial.  Homebuyers typically use their own money to cover only 5 percent to 20 percent of the purchase price of a home, yet the home appreciation they realize is based on the total value of the property.
According to a report from Harvard University’s Joint Center for Housing Studies, there is a dramatic increase in the rate of return on housing the longer it is held.  For instance, the typical homeowner who experiences an annual home appreciation rate of 5 percent and who made a cash downpayment of 10 percent will generally receive a 94 percent return on that cash after owning the home only three years. After owning five years, the homeowner’s rate of return on the downpayment increases to 225 percent; after 10 years, the rate of return jumps to 623 percent.


While the stock market has experienced wide swings in value over the past 20 years, home values overall have continued to rise steadily.  They contribute significantly to household wealth and spending patterns.
Housing is not a quick-in, quick-out investment. When purchased for the long term, housing is one of the safest investments a consumer can make.  In addition to the savings accumulated through a buildup of equity and tax advantages, a home provides shelter.  No paper investment provides this benefit.

The Federal Reserve 2001 Survey of Consumer Finances shows the median net wealth of homeowners is $171,700, while the median net wealth of renter households is only $4,800.  Clearly, owning a home is the best way for most families to build a nest egg.
NAR’s 2001 Home Wealth Effect Survey of homeownership shows that for three out of four homeowners, their home represents a large portion of wealth.  Many use the value of their homes when making important financial decisions.

The NAR survey also shows that the equity people build up in their homes gives them more confidence in the economy than the equity they build up in stock investments. The survey found that 16 percent of homeowners have increased their spending behavior because of equity in their homes. 

Such behavior benefits the economy. Homeowners use their home equity to get cash for emergencies as well as for the purchase of big-ticket items.  In addition, the capital gain people realize from the sale of their home is a significant source of downpayment funds for most repeat buyers; those funds are also used for other purposes that stimulate the economy through consumer spending. 

Updated:  7/21/03

WM
Housing Opportunities Program

America faces a crisis in housing opportunities for low- and moderate-income families.  Nearly 13 million Americans—that’s 5.4 million families—have critical housing needs.

At risk are not just the working poor.  Moderate-income working families now make up the fastest growing segment of the population who’s virtually shut out of the housing market. A vital need for America today is an adequate supply of workforce housing, both affordable rentals and homes for first-time buyers.


In addition to rising home costs, which reflect trends in the marketplace, a major problem is the need to increase the available inventory of housing units in the affordable category.  This applies both to rentals and units for purchase.  An adequate inventory of affordable, decent rental units located a reasonable distance from the workplace is vital: Without affordable rentals, renters cannot afford to save a down payment to make their first home purchase.  Without taking this first step, they will never get on the housing ladder.

An adequate supply of affordable housing opportunities for first-time homebuyers is critical to maintaining a healthy homeownership market.  A dearth of affordable starter homes makes it more difficult for homeowners to move up the homeownership ladder.

At the community level, REALTORS( have a stake in seeing that residential housing markets thrive and business and commercial sectors prosper.  These can occur only when there are plentiful affordable housing opportunities—rental as well as ownership—for all economic groups. 

Affordable housing opportunities represent business opportunities for REALTORS(. Providing affordable housing can be profitable to those who do it correctly, and it can open up future business opportunities as renters become first-time homebuyers and begin to move up the housing ladder.
REALTORS( are the first stop for consumers’ housing needs. Therefore, we are in a unique position to be ideal advocates for effective solutions to today’s critical housing needs. 

REALTORS( can be the catalyst for change by making a commitment to address these issues and by building support and cooperation among state and local governments, businesses, charitable organizations, lenders and home builders. 

NAR’s new Housing Opportunity Program serves as a blueprint to position REALTORS( as leaders in identifying, developing, advocating and promoting business opportunities, programs, products and resources that expand housing availability, and ensure for all an adequate supply of housing opportunities in both the rental and homeownership sectors of the market.

REALTORS( recognize that the availability of affordable housing impacts all sectors of the real estate market including first-time purchasers, low-income, minorities, seniors, disabled, renters and single-family buyers, as well as rental property owners and developers.  Limitations on the availability of housing are reflected in several ways, including access to employment, education, a good environment and safe neighborhoods.

The program takes advantage of the role REALTORS(  play in their communities by providing them tools they can use, including training, research, communications tools and opportunities to work in coalition with allied interests.
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IDX/ Broker Reciprocity

Internet Data Exchange, also referred to as “broker reciprocity,” is a policy of the NATIONAL ASSOCIATION OF REALTORS(  that enables MLS participants to advertise other brokers’ listings on their Web sites, with the consent of the other brokers.

IDX increases the value of the MLS and serves as the primary means of enhancing cooperation between REALTORS(  to make the purchase and sale of real property easier.
As applications of Internet technology to the real estate business have increased in number, quality, and acceptance by the public, many residential real estate brokerage companies have sought to use their online identities to advertise property over the Internet.  There is no question but that advertising property listings on such online identities is an increasingly integral element in the prospecting and marketing programs of many REALTOR( companies.


Brokers first have to give their consent before other MLS participants may advertise their listings.
Under IDX, brokers exchange consent to display each other’s listings on the Internet.  The listings of other brokers can be displayed either by downloading data from the MLS compilation and publishing it on their Web site or by framing the MLS’s publicly accessible Web site, if such a site exists.  

Participants are free to withhold authority for such display, either on a blanket basis or on a listing-by-listing basis.  A broker who prohibits the display of his or her listings by other participants, however, may not display on his or her own Web site the listings of other brokers participating in the system.

The essence of the system is that it is voluntary, reciprocal, and mutual.  Since any participant can opt out of IDX on a blanket basis, it is presumed that those participants who don’t opt out are willing to allow other participants to advertise their listings, except in such infrequent instances where a seller specifically prohibits the listing broker from sharing the display of a listing by other participants.  

Through implementation of the IDX system, NAR has made available to all listing brokers the opportunity to advertise on their public Web sites property listings derived from their local MLS, in the same way that consumers can view such information on aggregators’ sites. 

Despite the fact that brokers have always had the right to allow other brokers to advertise their listings on the Internet, the NAR IDX policy ensures more consistent and widespread access to this Internet marketing system under a set of consistent standards and regulations.
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Indoor Air Quality

The NATIONAL ASSOCIATION OF REALTORS(  is an active participant in the standard-setting process for indoor air quality and a proponent of disclosing known hazards to potential homebuyers.

NAR and the Institute of Real Estate Management (IREM), an NAR affiliate, are committed to the maintenance of health and safety of all building occupants. We believe that federal, state and municipal governments have sufficient guidelines in place. We are opposed to any changes in the existing guidelines, such as retrofit requirements or indoor air quality compliance plans, because they would be extremely costly for building owners and managers to implement.


NAR recommends the use of property condition disclosure forms so buyers are informed about material factors that may affect the property.

A number of factors including building structure and contaminants can have a negative effect on indoor air quality and be injurious to health. Ventilation and maintenance can also affect air quality.

Contaminants that can have a negative impact on indoor air quality include asbestos, cigarette smoke, radon, and mold. 

There are other factors known to cause a variety of health problems, including building infrastructure, construction, and faulty heating and cooling (HVAC) systems. Emissions from particleboard products, new carpeting, and other synthetic materials can also cause indoor air quality problems.


Under NAR’s Code of Ethics, radon should be treated like any other known material fact that can affect the value or desirability of a home. Specifically, a REALTOR( must disclose all known pertinent facts to a homebuyer. NAR has seen no appreciable effect of radon on the sale of homes or their selling price.

For concerned homebuyers, radon testing early during the homebuying allows both the buyer and seller to make good decisions based on the test results.

People are treating radon results and corrective actions like any other aspect of home improvement. If a home has a known low radon level, or a high level that has been corrected, it is one thing less for a seller or buyer to be concerned about.

Elevated radon levels can be corrected simply and economically—within the cost range of normal household repairs ($800 to $2,500 by contractor for an average home, depending on the method of mitigation).

Radon, which has been identified as a possible causal factor in lung cancer, is a naturally occurring radioactive gas that seeps into homes and buildings through foundation cracks and openings. Radon is present in certain rock formations, which can be found in every state.


Asbestos, a known carcinogen, is no longer the concern it was in the 1970s. 

While it remains a problem for commercial properties, it can still be found in some old homes in air duct insulation or old asbestos-containing tiles.

(See separate Talking Point on “Mold.”)
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International

As international developments play an increasing role in how and where foreign capital is invested throughout the world, the NATIONAL ASSOCIATION OF REALTORS(  is expanding global real estate market opportunities for its members, while advocating private property rights around the world.

Through its international operations programs, NAR now has 57 cooperative agreements with real estate associations in 54 nations.  With the signing of a Memorandum of Understanding with China in 2000, the nations with cooperative agreements with NAR account for more than 90 percent of world Gross Domestic Product.  NAR’s new partners include Korea, India, Peru, Portugal and Ukraine.  Anticipated agreements by the end of 2003 include Spain and potentially Finland and Austria. NAR continues to seek strong partners around the globe to provide new business opportunities for members.

The pace of international mergers of both residential and commercial real estate firms has increased dramatically over the past several years.

Globalization has had an immediate and powerful impact on real estate markets and attracted the attention of real estate professionals worldwide.  NAR’s relationships with cooperating associations around the world allow our members to profit from this trend.

To further the international network for NAR members, NAR played a key part in launching the International Consortium of Real Estate Associations (ICREA), to assist members of its member organizations in efficiently conducting transnational business. NAR is a co-chair of ICREA and will serve as its Secretariat through 2004.

ICREA represents an alliance of 24 national associations and is expected to increase to approximately 50 organizations in the next few years. ICREA is developing standards of best practices, common technical electronic standards, and a system of sharing data and listings.  ICREA maintains a Web site (www.worldproperties.com), which is the only Web site of its kind in the world.  Through links to member association Web sites, there are 3 million properties that have an international appeal; for example, high-end residential, resort/leisure, and waterfront.  This service compliments the ICREA’s Transnational Referral System, whereby a standard contract and dispute resolution service is available for ICREA-affiliated agents to make and receive cross-border referrals.  NAR signed ICREA’s Transnational Referral Protocol in November 2002, along with 15 other ICREA countries.  There are currently 20 national association signatories to this protocol.

Recent developments in several countries continue to have a positive impact on the global real estate market and are increasing opportunities for American real estate professionals. 

In China, the technological revolution and economic changes are creating major opportunities. NAR and its Chinese counterpart meet regularly; NAR is conducting training programs and forums in China in 2003 and is assisting the China Real Estate Association in the development of a basic real estate course that would qualify for GRI accreditation.

A second large market opening up is India, where NAR assisted in the formation of the first national real estate organization in that country. The organization is launching on a city-by-city basis in 2003, and plans to hold its first national conference is expected in September 2003.  In March of 2003, this group was the first NAR bilateral partner to approved to offer an education program overseas comparable to NAR’s GRI designation.  

The International Real Property Foundation (IRPF), created in 1991 by NAR to develop organized real estate in the former Soviet Bloc countries, is focusing on securing major government and private foundation funds to support the expansion of NAR’s standards and programs in Asia, Central Europe and Latin America.

As the world’s economy continues to bring all nations closer together and as immigration and investment trends bring international real estate to U.S. markets, REALTORS(  are expanding their market knowledge.

NAR’s Certified International Property Specialist (CIPS) network has over 1,000 CIPS designees throughout the world and offers education in the U.S. as well as in foreign countries.  Members of NAR’s foreign bilateral partners can join NAR directly as International REALTOR( Members. This membership category is an “electronic membership,” designed for professionals who seek a direct affiliation with NAR but who are not specifically interested in the international market niche.  This type of membership is required for any individual who earns a REALTOR( family designation such as GRI. 
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Megan’s Law

Local law enforcement agencies, not real estate professionals, are the best source of information on sex offenders.  While real estate professionals share the public’s concern about where convicted sex offenders are living, the NATIONAL ASSOCIATION OF REALTORS( believes that REALTORS( should not bear the responsibility of notifying homebuyers when such offenders live in a neighborhood.  
Megan’s Law, an amendment to the Violent Crime Control and Law Enforcement Act of 1996, requires that communities be notified when a convicted sex offender moves into a neighborhood but lets states determine how to provide that notification. The statute was named for a 7-year-old New Jersey girl who was raped and murdered by a twice-convicted sex offender living on her street.


The federal law appears to delegate the responsibility for enforcing Megan’s Law to local authorities. However, unless a state law specifies that notification responsibilities lie solely with law enforcement entities, it might be implied that responsibility could be transferred to other entities or individuals.  When there are no clear guidelines, real estate salespeople are placed in a difficult situation. 

In New Jersey, property sellers must tell buyers that they should seek appropriate information and how to find such information. Comparable laws have been enacted in Alaska, California, Nebraska, and Virginia. Except where real estate licensees have been specifically exempted—such as in Arizona, Georgia, Louisiana, Minnesota, Montana, Nevada, Oregon, Oklahoma, Pennsylvania and Wyoming—most state laws have not addressed disclosure responsibility for the real estate industry. 

A New York state judge ruled recently that home sellers and their listing agents are not required to disclose the presence of a convicted pedophile living in the neighborhood, although they must answer honestly if asked. The ruling came in a $1.5 million lawsuit in which the plaintiffs were not told a convicted sex offender lived nearby. In its ruling, the court described New York as a “buyer beware” state and said licensees do not necessarily have to disclose the character of the neighbors. 

The Hawaii Supreme Court struck down the state’s version of Megan’s Law in November 2001, calling the law unconstitutional because it violates the rights of sex offenders.  The court ruled that disclosure of information on convicted sex offenders violates due process because it fails to let offenders appeal the law’s requirements before their information is made public, and because such information could unfairly interfere with offenders’ ability to secure a job or obtain housing.  

In two recent U.S. Supreme Court cases challenging sex offender registry laws in Alaska and Connecticut, the justices found that public safety outweighed the rights of sex offenders.

The impact of Megan’s Law is unknown for real estate practitioners who are required by professional licensing standards to disclose material facts. Private entities and individuals participating in the notification process could be held liable. There are also concerns about the rights of offenders and the potential liability of disclosing information that may later prove to be incorrect. One concern is that no notification is required when a sex offender moves out of a neighborhood. Currently, state immunity clauses provide protection only to those in governmental and law enforcement agencies.
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Mold

The NATIONAL ASSOCIATION OF REALTORS( is working to help consumers and practitioners by providing information and education about mold to enable homeowners to make more rational decisions in this area.

NAR supports federal indoor air quality research and information dissemination, as well as efforts to educate homeowners regarding known environmental hazards presenting significant risks to health.

Although mold has been a topic of concern in the real estate industry, as people become more educated about the effects of mold, they are making more rational decisions about its effects and how to remediate mold in real estate.

Daily maintenance, good air circulation and adequate ventilation are critical elements in a comprehensive mold prevention plan.

Some molds can cause allergic reactions in some people and may cause severe reactions in individuals with compromised immune systems.  Potentially, all molds may be pathogenic to humans but very few cause problems in healthy individuals.  There is no established relationship between amount of exposure and possible harmful effects, and no established safe level of exposure.

Control of moisture at the source and controlled ventilation are two ways to prevent mold growth.  Exhaust fans and other systems of controlled ventilation can help to control and limit mold damage. Mold does not appear to grow at temperatures below 40 degrees Fahrenheit or above 100 degrees.

Mold becomes a problem when it grows and spores become airborne.  It also can be a problem when contaminated materials are removed or disposed of improperly, spreading spores that may start new colonies.  Homebuyers need to be aware that home inspections do not necessarily include an environmental assessment.  


A number of insurance companies have either eliminated mold coverage or offered special coverage.  Insurance companies are beginning to incorporate mold coverage into their existing policies.

While the federal Centers for Disease Control and the U.S. Environmental Protection Agency both have advised that mold can have some negative health effects, these effects are not so serious as sometimes believed.  The National Academy of Sciences is conducting an ongoing review of the scientific literature to determine what gaps there are in existing research and what additional research needs to be done in this area.
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Mortgage Interest Deduction (MID)


The mortgage interest deduction (MID) has been part of U.S. tax policy since the federal tax code was first enacted in 1913. The NATIONAL ASSOCIATION OF REALTORS( believes that diminishing or repealing the mortgage interest deduction would make it nearly impossible for millions of Americans to own their own homes, effectively closing the door on the American dream.
The MID remains the most effective tax incentive to expand homeownership. Current law permits deductions of the interest paid on mortgages of up to $1 million on a primary residence and one additional residence.  In addition, the interest paid on home equity loans of up to $100,000 may be deducted.


The mortgage interest deduction has long been a part of the American Dream of homeownership.  Its elimination would cause homeownership rates to drop.

An NAR survey of homebuyers found that first-time buyers ranked high the desire for tax incentives as an important reason to buy.  Among repeat buyers, tax deductions were most frequently mentioned as reasons to buy.

NAR research shows that homeowners view homeownership as a measure of financial security. Survey respondents said they would sacrifice luxuries such as home entertainment systems, new cars, and vacations to purchase a home.

A home purchase—the largest investment most families will ever make—builds national savings and individual wealth, provides tax revenues for local governments, and stimulates growth in all housing-related industries.  Real estate and housing power the engine that drives the nation’s economy. Measures that help people become and remain homeowners are worth preserving. 

The national homeownership rate reached an all-time high in the latest data available at 68.1 percent of U.S. households in the third quarter of 2001 and eased insignificantly to 68.0 in the fourth quarter. 

Though homeownership has increased dramatically among minorities, there is still a disparity between rates for white, African Americans, Hispanics, and other minority groups.

The homeownership rate for minority households in the fourth quarter of 2001 was below 50 percent.


NAR strongly opposes any attempts to alter the current tax treatment of mortgage interest. Changes to the MID could seriously erode the value of homes and homeownership.

The tax deductibility of interest paid on mortgages is both a powerful incentive for homeownership and one of the simplest provisions in the tax code, and it should not be targeted for change.

NAR has been both vocal and successful in protecting the MID, yet proposals to eliminate it or scale it back continue to surface in Congress. Policy makers and voters have a legitimate desire to simplify the tax system, but tampering with the deductions for mortgage interest and property tax would be unwise, if not disastrous.

Such ill-conceived proposals should be viewed as what they really are—hidden tax increases for the nation’s homeowners, specifically, the middle class. Of the 30.5 million families who claim the mortgage interest deduction, about half have household incomes between $60,000 and $200,000, but even those making under $5,000 adjusted gross income are using the tax advantage. 


NAR opposes any tax reform plan, including a flat tax plan, that does not retain the deductibility of mortgage interest.
Flat tax and other tax code simplification plans threaten the mortgage interest deduction. In the past, flat tax proposals have come before Congress as part of the ongoing debate over how best to reform the current tax system. NAR believes true reform can only be achieved through legislation that simplifies regulations and moves to a lower overall tax burden. Tax reform proposals that result in unfair distribution of present tax levels, heavier total tax burdens, or disruption of markets are not desirable. NAR will remain vigilant in opposing any tax reform plan that excludes the deductibility of mortgage interest.
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National Outlook

The residential housing market is expected to remain historically strong as the U.S. economy continues to recover; commercial real estate sectors should gradually recover in 2003 and 2004.

During the general economic slowdown, housing remained the strongest sector in the U.S. economy.  The NATIONAL ASSOCIATION OF REALTORS( attributes higher levels of housing activity to low mortgage interest rates, strong household formation, and relatively low unemployment rates.  Those robust market fundamentals mean a record performance can be expected in 2003.

Favorable housing market conditions this year mean there are opportunities for young households to make the transition from renting to owning, while owners of existing properties will generally find a ready market to sell their homes in order to make their next purchase.  At the same time, builders will remain busy and related industries will continue to benefit as the demand for goods and services continues.

The 30-year fixed-rate mortgage should remain historically low but is expected to rise slowly to 5.7 percent by the end of 2003.  Growth of the Gross Domestic Product is forecast to be 2.1 percent for 2003. Consumer price inflation this year is pegged at 2.2 percent, while disposable personal income is expected to increase 2.7 percent.  Unemployment is expected to gradually decline to 6.0 percent by the end of 2003. 

Those economic factors favor housing because low inflation and modest economic growth reduce pressure on interest rates, while most people continue to have good jobs.  With a growing population and young buyers entering the prime years for buying a first home, the long-term prospects for housing are good.


Existing-home sales in 2002 set an all-time record, with 5.57 million sales—up 5.1 percent from 2001.  Resale activity should rise by 2.9 percent this year to a total of 5.73 million, another record.
New-home sales rose 6.9 percent to a record 972,000 units in 2002, and are expected to rise 3.1 percent this year to 1.00 million units, also a record. Housing starts totaled 1.71 million units in 2002, an increase of 6.4 percent; 1.71 million units also are expected this year.

The median existing-home price for 2003 will rise to $167,800, an increase of 6.1 percent from 2002.  New-home prices are projected to increase 3.8 percent in 2003 to a median of $194,700. 

Commercial sectors should gradually improve in 2004.

A recovery in commercial real estate will lag a recovery in the general U.S. economy, which is expected to gain momentum during the second half of this year and continue into 2004.  This will lead to a turnaround in the labor market with 2.7 million new jobs projected by the end of next year.  Even so, positive rent growth isn’t expected until the middle of 2004 for the office, retail and multifamily sectors; improvement in the warehouse sector should follow. 

For the office market, net absorption of space is projected to grow strongly to 129.7 million square feet next year, causing the vacancy rate to decline to 15.7 percent; rents are expected to rise 3.0 percent in 2004. 

The multifamily sector has been experiencing some weakness, with many households making the transition from renting to owning; however, net absorption is expected to turnaround and rise sharply to 161,200 units in 2004.  The average vacancy rate should decline to 6.6 percent next year, while rents are projected to rise 2.1 percent in 2004.

Net absorption of retail space is growing and projected to rise rapidly to 122.1 million square feet in 2004.  Vacancy rates should slip to 11.8 percent next year, while retail rents should rise 1.2 percent in 2004.

In the warehouse sector, a rebound in manufacturing is expected to increase demand for space through 2004.  Net absorption is expected to rise to 119.5 million square feet in 2004.  Vacancy rates should shrink to 11.8 percent next year, while rents are expected to experience an average rise of 1.2 percent.
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Natural Disaster Insurance

The inability to obtain or retain homeowners insurance, necessary to secure and maintain a mortgage, is a serious threat to the residential real estate market.  In disaster-prone states such as California and Florida, particularly vulnerable to earthquakes and hurricanes, the cost of homeowners insurance can be so high that it prohibits buyers from entering the market.

The NATIONAL ASSOCIATION OF REALTORS(  has long urged Congress to establish a federal reinsurance program for private insurers and state disaster programs to help homeowners insure themselves from losses due to earthquakes, hurricanes and other natural disasters. 

Such action is needed to make natural disaster insurance affordable and available for current and potential homeowners and to reduce the circumstances under which insurance companies cancel natural disaster policies that are deemed too risky. 

The ultimate victim is the consumer who is unable to realize the American dream of homeownership because of prohibitive insurance costs.  Moreover, people who already own their own homes may decide that the cost of insurance does not justify continuing to own their own home, or worse yet, they may decide to gamble, go unprotected, and risk losing everything.

House lawmakers ordered the U.S. General Accounting Office last year to study the effect of natural disasters on property insurance coverage and what responsibility the federal government should have in making sure that affordable insurance is available.  U.S. Rep. Dave Weldon, R-Fla., recently reintroduced the Homeowners’ Insurance Availability Act, H.R. 1552, which would establish a federal reinsurance program administered by the Treasury Department to provide reinsurance through regional auctions. NAR strongly supports the bill.
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Private Property Rights


The NATIONAL ASSOCIATION OF REALTORS(  seeks to ensure that government does not arbitrarily violate an individual’s opportunity to possess, develop, and transfer real property as supported by the Fifth and Fourteenth Amendments to the U.S. Constitution.

Private property rights are the cornerstone of the real estate industry. NAR vigorously opposes any weakening of the Fifth Amendment.

NAR works to ensure that property owners are able to protect their rights in court. In recent years, NAR has supported legislation that would enable those who feel their rights have been violated, or who have experienced a property “taking” by government, to file suit in federal court and have their concerns addressed in a timely manner. 
NAR will continue to support legislation that would make it easier for owners to file suit in federal court in Fifth Amendment takings cases. Currently, an owner must exhaust all administrative appeals at the state and local level before his or her case can be considered in a federal court. Although legislation would streamline the judicial process, claimants would still need to win on the merits of their case. 

In the long term, NAR intends to develop an approach that is more in line with the mechanisms that have been enacted in several states. Possible ideas include a mediation process, an ombudsman, and a regulatory assessment requirement. These mechanisms would apply to federal, not state or local, regulations.

NAR supports legislation in Congress to balance environmental protection with the right to own and develop land. Federal agencies should not infringe upon the constitutionally protected private property rights of landowners when enforcing environmental laws, such as laws preserving wetlands or endangered species.

Twenty-one states have passed private property rights laws. Those laws fall into two general categories: those that provide for an assessment of the takings implications, and those that provide compensation when a reduction in property value results from the impact of a regulation. Several state laws combine both approaches. NAR supports similar legislation at the federal level.
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Property and Casualty/Homeowners Insurance

Property and casualty insurance has become a barrier to homeownership and increasingly more expensive for residential as well as commercial properties. Insurance is necessary to secure a mortgage, and lenders require ongoing coverage.

Without insurance, lenders will not lend; without mortgages, the great majority of sales transactions cannot be completed.  Without continuing insurance coverage, existing property owners cannot remain current on their mortgage obligations and may find themselves subject to expensive lender forced-place coverage or possibly foreclosure.
Availability and affordability of insurance are critical to the continued growth of homeownership and the real estate industry, which has been the pillar of the economy.

Increases in insurance premiums are preventing some potential homebuyers from qualifying for a mortgage and buying a home; current homeowners are also put in jeopardy by the increased costs of insurance. The average cost of homeowners insurance rose by about 8 percent in 2002 and is expected to rise another 9 percent in 2003, and even higher in some states, according to the Insurance Information Institute. 

Some buyers are getting coverage from alternative carriers not regulated by insurance commissioners; such coverage is obtainable only at very high rates. 

Owners of multifamily properties are facing lender demands for additional insurance coverage, such as additional liability insurance beyond what has been traditionally required.

Some insurers are using new underwriting tools to limit risk; but these new tools, such as credit-scoring and claims databases, are being used unfairly to deny insurance to consumers.


Despite the insurance industry claim that there is a statistical correlation between credit and insurability, there is no statistical research that proves a causal relationship between scores and insurance claims.


Insurers are using claims databases to deny coverage to individuals and on properties for as few as one claim, regardless of whether there was damage to a property or whether the damage was caused by the insured. Most insurers will not write coverage for a property with even one water damage claim. Such actions have the potential to create a class of stigmatized properties.


The regulation of insurance is exclusively state law. However, NAR has taken proactive steps to address areas that are federally regulated and is working with state and local REALTOR(  associations and outside experts to define appropriate responses at all levels.

NAR has created an Insurance Task Force that will present recommendations at the NAR Midyear meetings in May. These recommendations cover the following areas: expanding the variety of insurance products; providing extensive technical assistance to REALTORS( ; educating members and consumers about the best practices to deal successfully with the insurance problem; and pursuing activities at the federal level to bring about increased transparency to the underwriting process.

Coalition-building efforts are under way at the national level among housing and consumer groups aimed at finding solutions to insurance problems.
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Public Awareness Campaign

The NATIONAL ASSOCIATION OF REALTORS® Public Awareness Campaign has achieved substantial results since its inception in 1998 by building awareness of the importance of using a REALTOR® .

The television and radio ad campaign, with its theme “Work With Someone Who’ll Work With You.  We’re REALTORS(.  Real Estate is Our Life,” highlights the value REALTORS( bring to both residential and commercial transactions.

The percentage of consumers who believe there is a benefit to working with a REALTOR( rather than an agent who is not a REALTOR( rose from 42 percent in 1999 to 61 percent in 2002.   

Additionally, 67 percent of consumers surveyed in 2002 said REALTORS( have the best network of sources to help with home buying and selling; 57 percent said REALTORS( are best qualified to promote the sale of their home; and 51 percent said REALTORS( are experts in home financing.  

The campaign relies on rigorous consumer and member research to evaluate performance. The independent telephone survey above, conducted by Riter Research in Baltimore, also reports that the percentage of consumers who said they would “attempt” to sell their home are not doing well: these potential For Sale by Owners declined from 29 percent in 1999 to 21 percent in 2002.  NAR’s own research shows that the number of sellers who “actually do” sell their own home has dropped from 18 percent in 1997 to just 13 percent in 2002.

The $20 million per year campaign pays for nearly 4,000 television and radio spots that run between February and mid-October.  The campaign is targeted to reach 25-54 year olds with household incomes of $50,000 or more.

The 2003 campaign has also added a new dimension—Spanish-language radio advertisements targeted to the Hispanic homebuyer. 

NAR has made a significant commitment to increasing minority homeownership, and Hispanic Americans are a vital and growing segment of the marketplace.  In fact, the Hispanic population is now the largest minority group in America, with more than 35 million persons.  Hispanic buying power is on the rise with this group’s spending capacity set to grow three times as fast as the general market.  

The new Spanish-language radio spots air in the nation’s top 25 Hispanic markets in the country.  NAR has run Spanish-language radio spots in Puerto Rico since 1999.  

The campaign also includes commercials that focus on the good work REALTORS( do in their communities and their adherence to a strict Code of Ethics.  

For the second straight year, three of the six TV spots and three of the six radio spots in NAR’s campaign feature REALTORS( as community builders.  The spots show REALTORS( helping children, assisting low-income families and volunteering their time in the neighborhoods where they live and work. 

In 2002, the NAR campaign incorporated the successful themes generated in the “Good Neighbor” and “HOPE Awards” programs into compelling television and radio spots.  They depict REALTORS® making a positive difference in their community through volunteerism.

Two new “Good Neighbor” spots will begin airing in June 2003.  They will rotate with the current spots.


Now that the advertising program has clearly helped to elevate public awareness of the value REALTORS( bring to the transaction, it is more important than ever for NAR members to identify themselves as REALTORS( to their clients.  

The REALTOR( Pride Campaign was launched in late 2002 to encourage members to take advantage of the strength of their REALTOR( designation.  Research shows that consumers are looking for the REALTOR( brand in their search for a real estate professional.  Through REALTOR( pin promotions, posters, and other publicity featuring the theme:  “Who would’ve thought something so small could say so much about you?” members are encouraged to wear their pins and identify themselves as REALTORS(.

Learn more about the Public Awareness Campaign and the REALTOR( Pride Campaign at http://www.realtor.org/awarenesscampaign.
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REALTOR.COM

               REALTOR.COM, the official Internet site of the NATIONAL ASSOCIATION OF REALTORS(, is the world’s leading real estate site providing real estate information for both REALTORS( and consumers. 

More than 2.1 million properties from 868 Multiple Listing Service (MLS) operations are on the site—90 percent of all listings in the United States—making REALTOR.COM the biggest and most complete compilation of homes for sale worldwide. The property ads and real estate information are designed to help consumers find the early information they need to get acquainted or reacquainted with all the aspects of the real estate transaction. REALTOR.COM brings educated consumers into the offices of REALTORS( . 

In a typical month, REALTOR.COM receives more than 5.1 million unique visitors. The average visitor spends more than 15 minutes per visit on REALTOR.COM and interacts with an average of 28 Web pages.  Visitors to REALTOR.COM are spending a total of over 81 million minutes during a typical month, approximately three times greater than the closest competitor. Nielsen Research has reported that, for more than two years, REALTOR.COM has been the most popular site listing residential properties. In terms of total page views, Nielsen rates the site 32nd among all Web sites.

               The REALTOR.COM site has been chosen by television networks, national daily newspapers, and online service providers, as well as the top online advertising directories, as one of the best real estate sites because it is easy to navigate and offers a single comprehensive database of properties for sale. 

The independent Gomez report has ranked the site as the overall No. 1 site for homebuyers on the Internet.

The REALTOR.COM home page is divided into three areas—property ads, real estate information, and a password-protected, members-only portion known as REALTOR.ORG. This third area contains legal, legislative, market, and other information to help REALTORS(  in their business. 

               REALTOR.COM, the world’s leading real estate site, was built by REALTORS(  for REALTORS(  and will always remain controlled by REALTORS( .

REALTORS(  are able to list their property ads on REALTOR.COM free of charge. In addition, REALTOR.COM accepts no For Sale by Owner listings.
NAR created REALTOR.COM so that REALTORS(  will always have the very best channel to reach customers over the Internet. REALTOR.COM is not only REALTOR(  friendly but also REALTOR(  owned and controlled. The key role of REALTOR.COM will be reinforced as use of online technology increases in the home buying and selling process.

The terms of an operating agreement with Homestore Inc. allow NAR to control two seats on Homestore’s seven-member board of directors.  The recent financial difficulties of Homestore do not affect the operation or viability of REALTOR.COM in any way.

In addition to their fiduciary responsibilities to Homestore, the two NAR board members also have the authority to represent NAR and the REALTOR(  Organization’s interests in all matters pertaining to the agreement; ensure that Homestore adheres to all agreements with the REALTORS(  Information Network (RIN), NAR, REALTOR(  MLSs, and local and state associations; report any noncompliance or other concerns to the RIN board and through it to the NAR Board of Directors at its next meeting; provide annual reports, including financial reports, in writing and verbally to the RIN and NAR boards at the meetings of those boards each year; and provide reports to the NAR Leadership Team quarterly of results of all significant Homestore activities.
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Real Estate Settlement Procedures Act (RESPA)


The Real Estate Settlement Procedures Act (RESPA) is a consumer disclosure law that ensures that the buyer and seller have knowledge of all settlement costs in a real estate transaction. The idea is to prevent the payment of fees that are thought to drive up the costs of the transaction.

The NATIONAL ASSOCIATION OF REALTORS® supports “transparency”--full disclosure—in the mortgage transaction and supports packaging of closing services, but we want a level playing field.

A proposed rule issued by the U.S. Department of Housing and Urban Development in July 2002 tips the scales in favor of a “guaranteed mortgage package” (GMP) approach that could have unintended consequences devastating to the industry.

The GMP is a guarantee of an interest rate and a lump sum package price for mortgage settlement services. In exchange for the price guarantee, the proposal would offer lenders an exemption from Section 8, the anti-kickback section. NAR does not feel HUD has conducted sufficient analysis to justify the GMP proposal.

Under current law, lenders can package settlement costs but any savings achieved through volume discounts must be passed along to the consumer. The GMP would eliminate that requirement; instead, lenders would be free to charge consumers whatever they want so long as the price was guaranteed. Under this scenario, prices to the consumer could actually increase.

Until HUD has researched the impact of the GMP on the industry as well as the consumer, it should move incrementally by first improving the Good Faith Estimate. 

A HUD-proposed enhancement to the GFE imposes firm cost quotes on lenders and, in the case of a third party services, requires costs not exceed a certain tolerance level.

Changes to RESPA should be limited to improving the current disclosures, the timing of those disclosures, introducing new disclosures, and addressing those abusive lending practices that result in the loss of homeownership. 

The settlement transaction should be transparent with no hidden charges and no questionable activities. The proposed changes to Section 8 are not necessary to simplify the transaction.

Real estate companies today offer one-stop shopping for real estate settlement services through affiliated business arrangements. They do this within the requirements of RESPA. 

RESPA must continue to provide the regulatory framework for real estate companies to operate efficiently while providing consumers with the protections they need in the home buying process.
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REALTORS(  Political Action Committee (RPAC)


The NATIONAL ASSOCIATION OF REALTORS( Political Action Committee (RPAC) supports homeownership and protects private property rights. RPAC is the biggest PAC in the United States.

Last year, RPAC contributed a record $4 million to pro-real estate congressional candidates, making it the largest PAC contributor to federal candidates in the past six years.

RPAC supported 30 U.S. Senate candidates and 422 candidates for the U.S. House of Representatives in the 2002 elections. An astounding 432 out of these 452 candidates won their races, giving RPAC a 96 percent won-lost record.

RPAC’s contributions were pretty evenly split between both parties, with 53 percent of contributions going to Republican candidates and 47 percent going to Democrats.


 RPAC also raised $2 million for get-out-the-REALTOR(-vote efforts for specific candidates and for other expenditures. 

As part of NAR’s Opportunity Race Program, RPAC sent direct mail pieces to over 325,000 REALTORS(  informing them of the RPAC-supported candidate in 88 House and Senate races, winning a total of 78, or 89 percent, of these races.  

NAR encourages REALTORS(  to invest in their industry through RPAC.  More than 350,000 REALTORS(  contributed to RPAC in 2002, which is a record 44 percent of NAR members.  Each REALTOR(  state association retains 70 percent of all the RPAC funds they generate for the state PAC to support state and local candidates. The remaining 30 percent supports RPAC.  
RPAC is the only political group in the country organized for REALTORS( run by REALTORS( , and that exists solely to further issues important to REALTORS(. Through RPAC, NAR supports federal candidates at the local, state, and national levels.

RPAC encourages individual participation in the political process to ensure that the REALTOR(  point of view on industry issues is heard at all levels of government.  This is one way NAR advocates and protects the interests of real estate practitioners and private property owners. NAR also leads efforts in which REALTORS( write, call, and visit elected officials. These programs encourage volunteerism in campaigns and educate voters on issues important to homeownership and real estate.


NAR opposes limiting free speech by reducing the role of political action committees in federal election campaigns. 
NAR believes that all personal and corporate political expenditures should be made public. We oppose public financing of congressional races because we believe that federal financing is really taxpayer financing, which denies individual voters the right to provide financial support to the candidate of their choice.

RPAC is just one of 4,100 political action committees in the country with a combined 10 million members nationwide. Under current law, political action committees are permitted to contribute up to $5,000 per federal candidate in a primary and up to $5,000 per federal candidate in a general election.  PAC members provide much of the grassroots support for the nation’s political process.
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Second Homes/Recreational Property


The second home market, including vacation homes and investment property, is strong and thriving.  Approximately 6 percent of all homes sold each year are second homes.  In recent years, a rising percentage of buyers have been purchasing for investment purposes.

According to research by the NATIONAL ASSOCIATION OF REALTORS(, there were 359,000 new and existing single-family second homes sold in 2001, compared with 264,000 in 1991, demonstrating a long-term rise in this market segment.  An update during the first quarter of 2003 showed that 15 percent of homebuyers were either purchasing a second home, already owned a second home or were buying a new primary residence and keeping their existing property as a second home.
The median price of a second home in 2001 (both new and existing) was $162,000, which is 26.8 percent higher than the 1999 median price of $127,800.  Tight housing inventories are contributing to sharp price increases, with the availability of vacation homes reported to be very tight in coastal markets. For example, oceanfront property in the Mid-Atlantic region doubled in value between 1997 and 2001.  

Given the strong demographic demand from baby boomers, combined with a desire to diversify portfolio assets into more secure investments, this market is expected to remain strong for many years to come.  Much of the most desirable land for building recreational property has already been developed in established vacation-home destinations.  This will support healthy price appreciation in the future, improving the investment considerations for recreational property.
The increase in second home sales coincides with tax-law changes, effective in 1997. That tax change essentially did away with the capital gains tax penalty for most buyers wishing to trade down to a smaller primary residence and use some of their equity to purchase a second home. 


Although most buyers are interested in recreational use, the survey demonstrates a growing interest in investment properties, rising steadily from 20 percent of second-home buyers in 1999 to 37 percent of buyers in 2002.

Many investors are looking to real estate as a more secure investment.  Another survey of existing owners, conducted by NAR in the fall of 2002, examined the source of funds for people who bought a second home between 2000 and 2002 and shows that 16 percent used equity in stocks or bonds.  Before 2000, only 7 percent of buyers used the sale of stocks or bonds.
The survey of existing owners shows that homes purchased for recreational use account for 78 percent of all second homes, with the rest held strictly as investment property.  Only 15 percent of all owners sought income from renting their property; however, after the stock market began to falter over the last few years, that percentage has risen sharply among recent buyers.  That shows a greater interest in purchasing for investment rather than a decrease in vacation-home buyers because the overall market has grown.

The update of second-home buyers during the first quarter of 2003 shows a marked shift toward purchase of investment properties; however, much of that shift appears to be seasonal in nature.  Even so, the pattern during the first quarter underscores the rising prominence of investment as a motivating factor in the second home market.

NAR Research shows the typical second-home buyer is 46 years old, while the median age of all existing second-home owners is 61. Owners have held the property for a median of nine years and earned a household income of $76,900 in 2002.
This market appeals strongly to baby boomers who are motivated by lifestyle considerations.  When asked about the prime motivating factor for purchasing a second home, 57 percent said they wanted a family retreat but there are many other lifestyle and investment considerations.
The size of the second-home market is much larger than earlier believed.  It was widely assumed there were about 3.6 million second homes across the country, based on U.S. Census Bureau data.  The recent NAR report indicates there may be as many as 7 million vacation homes in the United States.


Vacation homes can be found in every state, with the most popular locations by the water or in the mountains.  Most buyers prefer locations that are within an easy drive.

Most vacation-home owners want their property for their own exclusive use, with 84 percent saying they never rent their properties.  They prefer to be close to where they spend recreational time or to natural attractions.  Seventy-six percent want to be near an ocean, river or lake; 38 percent, close to the mountains or other natural attractions; and 37 percent, in a specific vacation area.

Most vacation-homes are located relatively close to the owner’s primary residence, with a median distance of 185 miles.  However, the distance varies widely, with one-third more than 500 miles and one-third less than 100 miles.

By contrast, investment-home owners prefer to be closer to their property, with a median distance from the primary residence of 99 miles.  However, 37 percent are less than 25 miles.
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Seller Disclosure


In the real estate industry, full disclosure of a property’s condition benefits buyers and sellers. The disclosure gives buyers advance knowledge of any potential problems and can help sellers protect themselves from any post-settlement lawsuits. 

Full property condition disclosure is a good selling point with buyers because sellers are offering as much information as possible on their home.

Disclosure is practiced in many states on an increasingly mandatory basis. In most states, it is the broker’s and sales agent’s duty to advise buyers of known material defects in a property. 

Regardless of state law, under the Code of Ethics of the NATIONAL ASSOCIATION OF REALTORS( , members are obligated to disclose all known material facts (not all licensed real estate agents or brokers are NAR members).  


Most state associations of REALTORS® encourage the use of seller disclosure forms to ensure all parties involved in a real estate transaction are satisfied with the result.

Use of disclosure forms adds another layer of protection to all parties in the transaction. But the forms themselves do not replace a broker’s responsibility to disclose all known material property defects.

Many brokers are increasing their use of seller property condition disclosure forms, even in areas where they aren’t required by law. These forms explicitly place the primary responsibility for full disclosure on the property owner. 

If a buyer decides to file a lawsuit in a transaction that includes disclosure forms, it is likely that a broker, sales associate, or seller will spend less time, money, and energy on legal defense.


NAR continues to actively work to raise awareness about seller disclosure and to encourage establishment of state mandatory seller disclosure laws. 
At present, mandatory property condition disclosure is the law in at least 32 states: Alaska, Arizona, California, Connecticut, Delaware, Georgia, Hawaii, Idaho, Illinois, Indiana, Iowa, Kentucky, Maine, Maryland, Michigan, Mississippi, Nebraska, Nevada, New Hampshire, New York, North Carolina, Ohio, Oklahoma, Oregon, Pennsylvania, Rhode Island, South Dakota, Tennessee, Texas, Virginia, Washington, and Wisconsin.  A posting of each state’s real estate regulations can be viewed at http://www.arello.org by clicking on Rules and Laws.
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Smart Growth

For the foreseeable future, growth will continue. Demographers predict that in 10 years, we will need to house nearly 25 million more Americans than we do today. Our primary and secondary schools will be asked to educate half a million more children.  Seventeen million more workers will commute to and from their jobs.  We must learn from the recent past and do a better job preparing our communities to meet the challenge of growth.
On Common Ground: REALTORS( and Smart Growth, the NATIONAL ASSOCIATION OF REALTORS(’ smart growth initiative, is helping REALTORS( across America to become effective advocates for balanced growth. 

With a finger on the pulse of the local real estate market, REALTORS( understand the delicate balance that must be struck to accommodate the need for growth without sacrificing quality of life. When smart growth issues are on the table, REALTORS( are at the table. We earn our seat by being knowledgeable and committed.

How well governments meet the challenge of rapid growth affects the very livelihood of REALTORS( and the vital interests of their customers—America’s homeowners and property owners. REALTORS( don’t just sell homes—we sell communities and neighborhoods.

REALTORS(  believe in land use and environmental regulations that strike a fair and reasonable balance between private property rights and community interests.  We believe that planning, zoning and subdivision laws should evolve to accommodate mixed-use development, higher densities, and the changing population, employment and growth patterns of our increasingly diverse society.

 REALTORS( value participation by citizens and businesses in finding solutions, and the use of incentives and marketplace forces to help manage growth to benefit all.  REALTORS( are neither pro- nor anti-development. We are pro-community.

REALTORS( and the public believe growth management decisions are best made at the local level, not by state or federal government. REALTORS( strongly oppose proposals that impose any federal mandates on local governments.


REALTORS( believe that balanced growth means coming up with a plan that is inclusive—not exclusive—of as many interests as possible. “Good quality of life” does not come from unrealistic growth constraints that price people out of entire communities.  The quality of life inherent in a community affects the desirability, salability, and value of homes. 
We believe that there is a direct correlation between restrictions on growth and high housing prices.  When communities place excessive restrictions on growth, housing costs go up, pricing many first-time homebuyers out of the market.  Growth limits tend to favor the “haves” at the expense of the “haven’t yets.”  

NAR’s smart growth initiative, On Common Ground: REALTORS( and Smart Growth, is an unprecedented, comprehensive resource program to help REALTORS( and policymakers address the challenge of growth through local decision making, research, sharing of expertise, creative problem-solving, and community consensus.

Through the REALTORS( Organization, a network of 1,800 state and local associations and boards, NAR serves as a catalyst and resource to share expertise, research, training, and other forms of assistance to interested state and local associations. NAR’s program focuses on education and advocacy, and is designed to be a tool kit that associations of REALTORS( at the state and local levels can use.

For more information on NAR’s Smart Growth program, go to www.realtors.org/smartgrowth.
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Tax Reform


Federal tax policies must continue to sustain and support homeownership, the pillar of the American Dream. Homeownership is the starting place for wealth accumulation by most Americans, and the NATIONAL ASSOCIATION OF REALTORS(  supports economic stability for homeowners and families who invest in real estate. 

NAR supports favorable capital gains tax rates that provide a stimulus for taxpayers who wish to sell appreciated property. Lower capital gains tax rates also mitigate in part the built-in gain that arises from inflation.

In commercial real estate, NAR advocates restoring the depreciation recapture rate to the capital gains rate. NAR opposes depreciation recapture rates that are higher than the capital gains rates, because such inequality lessens the value of real estate as an investment compared to stocks, which are non-depreciable.  


In general, NAR believes Congress must tread carefully when considering any changes to the existing federal tax code that affect housing and real estate. In any debate about the simplification of the tax code, it is worth noting that the tax rules applicable to homeownership are among the simplest in the entire code and do not need to be changed as part of any effort to simplify the tax laws.
NAR believes that the present income tax system, despite its many flaws, has supported a homeownership that is unequaled in the world. NAR will aggressively defend in any tax debate the tax rules that protect homeownership, specifically in the case of the mortgage interest deduction.

NAR also believes that the tax system has facilitated investment in both residential and commercial income-producing real estate by families and individuals in every income category. NAR is equally diligent in protecting and improving the tax rules that apply to those investments.
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Terrorism Insurance

       The horrible events of Sept. 11, 2001, left many commercial real estate practitioners and property owners facing exposure to substantial claims if their buildings were targeted for terrorism.  The NATIONAL ASSOCIATION OF REALTORS( worked hand-in-hand with Congress, the administration and a coalition of industry groups to pass legislation that provides federal reinsurance coverage for the nation’s property and casualty insurers against losses caused by acts of terrorism.
The Terrorism Risk Insurance Act of 2002, H.R. 3210, was signed into law by President Bush in November 2002.  The most dramatic effect of the new law is the universal terrorism insurance coverage feature.  Property and casualty insurance companies in all 50 states must now offer traditional terrorism insurance coverage when they underwrite property and casualty insurance; any existing state exclusions to the contrary are made void.  

The law establishes a federal backstop for commercial property and casualty insurers arising from terrorism.  The Treasury Department will pay insurers 90 percent of claims after insured losses exceed $10 billion in year one, $12.5 billion in year two, and $15 billion in year three.  Treasury will pay until insured losses exceed $100 billion.

The law does not have a federal standard for the awarding of punitive damages in terror-related suits that are brought against property owners; as a result, state laws on punitive damages will prevail.  

NAR supports the federal government serving as the reinsurer of last resort for terrorism insurance.  NAR’s commercial and residential real estate practitioners will benefit from the additional reinsurance capacity that the law will bring to the marketplace. Commercial lending liquidity should be substantially improved as well.

Updated: 04/14/03
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Transaction Fees

The NATIONAL ASSOCIATION OF REALTORS( strongly disagrees with an interpretation by the U.S. Department of Housing and Urban Development (HUD) that “additional” fees are subject to scrutiny under the Real Estate Settlement Procedures Act. NAR has engaged HUD officials to change its ruling.

HUD’s ruling, published in the fall 2001, stated that a RESPA violation takes place when a single entity charges a consumer a fee for which no work, or nominal work, is done; or by an excessive charge for value of goods, facilities, or services. HUD stated that such a fee should be examined under RESPA to determine whether it is an “unearned fee” and therefore illegal.

Recently, in reaction to increasing costs and pressure to reduce commission rates, some brokers have begun to combine two methods of compensation—commission and a flat fee—so that they are paid a percentage of the ultimate sales prices plus a flat amount, often called a transaction fee.  According to HUD, RESPA prohibits brokers from charging an “additional” fee unless additional bona fide services are provided to justify the increase.

The HUD statement followed a court case that found such fees were not violations of RESPA. That decision spurred HUD to reiterate its position that the RESPA prohibition is intended to protect consumers from unnecessarily high settlement charges, even though RESPA specifically states that to be unlawful such a fee would have to be split or shared with a third party.


Three federal courts of appeal have examined the issue and rejected HUD’s interpretation of RESPA.  Until the differences between the courts’ and HUD’s interpretations of RESPA are resolved in all circuits, brokers must carefully examine the justification of any charge to consumers in addition to their traditional commission or flat fee. 
NAR advises brokers to be sure any fee charged to consumers is fully disclosed, is for actual services, and is reasonably priced in relation to the value of those services.

NAR also advises that, in addition to HUD’s ability to initiate actions to enforce RESPA, consumers may seek remedy in private lawsuits, which may take the form of class action cases. Judgments in such cases could favor consumers.  RESPA violations may also be prosecuted as criminal violations, resulting in criminal penalties, including fines, imprisonment or both.

Update: 4/14/03
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Veterans Home Loan Guaranty

The NATIONAL ASSOCIATION OF REALTORS is a strong supporter of the Veterans Home Loan Guaranty program. The program, administered by the Department of Veterans Affairs, is a vital homeownership tool that provides veterans with a centralized, affordable, and accessible method of purchasing homes in return for their service to our nation. 

NAR supports granting reservists permanent access to the program. The VA home loan program is open to people who have served in the nation’s armed services, reserve forces, or the National Guard and who have been honorably discharged until October 2007.  More than 29 million veterans and service personnel are eligible for VA financing.


NAR supports legislation that would provide the VA flexibility to offer various additional financing programs and eliminate fees that currently add to the cost of buying a home for veterans.
For example, NAR supports reviving the VA’s authorization to guarantee adjustable-rate mortgages (ARMs) to better meet the borrowing needs of veterans. NAR also supports the elimination of all funding fees for veteran and reservist homebuyers, and supports lifting the prohibition on buyer representative fees. The VA fee system should be deregulated to limit the amount of cash necessary at closing and to provide veterans freedom of choice in situations involving buyers’ brokers.

NAR believes the VA should continue to administer the home financing component of veterans’ benefits, thus providing veterans with a single point-of-contact.  NAR opposes any measures that would privatize the operation of the VA’s property management operation because it would increase lender costs and diminish marketing opportunities, resulting in lost homeownership opportunities for veterans.
NAR is a strong supporter of the Veterans Education and Benefits Expansion Act of 2001, H.R. 1291.  The law raised the loan guaranty amount on mortgages backed by the VA nearly 20 percent, from $50,750 to $60,000.  This increase, the first since 1994, allows veterans to borrow up to $240,000 toward the purchase of a home.  
That law helps make homeownership more affordable for veterans and reservists, particularly in high-cost housing areas. Under this program, the government guarantees 25 percent of the mortgage loan amount, enabling veterans to borrow up to four times the guaranty ($240,000) with no downpayment. 

The VA loan home loan guaranty program, created under the GI Bill, encourages private lenders to offer favorable home loan terms to qualified veterans.  Since its establishment in 1944, the VA home loan guaranty program has helped millions of veterans purchase and maintain homes. The program’s no-downpayment feature is a primary reason for its success. 
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Wetlands


The NATIONAL ASSOCIATION OF REALTORS( has been a strong proponent of the rights of private property owners to determine the best use of their land.  Every person should have the right to acquire and use real property with the confidence and certainty that the value of that property will not be unduly diminished or jeopardized by governmental action, especially without just compensation.

In addition to private property rights, NAR also recognizes vital public interests served by wetlands: protecting vital ecological interests, filtering rain runoff, preventing erosion, absorbing floodwaters and providing breeding grounds for wildlife.  

NAR supports government policies that would ensure that appropriate scientific criteria are used to identify regulated areas, focus on preserving high-value wetlands, and require that local officials and affected property owners be notified of the programs and the presence of wetlands.

NAR is concerned about how wetlands policies affect real estate owners, while at the same time achieving a responsible balance between owners’ rights and environmental protection.

The U.S. Army Corps of Engineers and the U.S. Environmental Protection Agency share responsibility for regulating wetlands.  Over the past two decades, the Corps of Engineers has steadily restricted the amount of wetlands that can be permitted for development.  These restrictions will impose significant costs on the real estate industry, while unnecessarily restricting economic growth.  NAR will continue to push for a balanced policy that allows for a more flexible approach to wetlands and for a system that would provide enhanced protection for high-value wetlands.

A more flexible approach would include a uniform definition of a wetland that includes plant types, soil moisture and water flow.  A ranking system is also needed to distinguish between high-value and lower-value wetlands within local planning and zoning guidelines.  This approach would also include the ability for states to regulate isolated wetlands.  The procedures for classifying wetlands should also be strengthened, and a process to appeal decisions should be developed.  All local authorities and affected owners should be notified of wetlands inventories.
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What is a REALTOR(?
There are approximately 2.6 million licensed real estate professionals in the United States, but only members of the NATIONAL ASSOCIATION OF REALTORS( can call themselves REALTORS(. 

Approximately 880,000 real estate professionals have taken the additional step to join NAR, The Voice for Real Estate(. When choosing a real estate professional, look for the registered trademark, REALTOR(.

Unlike real estate practitioners who are simply licensed by their state to do business, REALTORS( are members of NAR and subscribe to the association’s strict Code of Ethics and Standards of Practice.
The term REALTOR( stands for competency, fairness, high integrity, and moral conduct in business relations. REALTORS( pledge to adhere to NAR’s strict Code of Ethics and Standards of Practice.  Among other things, membership in NAR obligates them to be honest with all parties involved in a transaction, whether it is the buyer, seller, or cooperating agent. 

The Code requires REALTORS( to identify and take steps to eliminate practices which may damage the public or which might discredit or bring dishonor to the real estate profession.

All REALTORS( are required to take a minimum of two and a half hours orientation on the Code of Ethics. Existing members must take a refresher training course every four years.

REALTORS( enjoy advanced educational opportunities and training in real estate specialties that are not available to other licensees.

Most property transactions are complex procedures, requiring the knowledge and expertise of a real estate professional. There may come a time when you need the assistance of a real estate professional who is specially trained in a specific aspect of the business.

NAR offers advanced educational opportunities to its members that enable REALTORS(  to present the public with such accredited sub-specialties as buyer’s representation (ABR(), residential real estate expertise (CRS(), or Internet readiness (e-PRO).

Through membership in NAR’s affiliated institutes, societies, and councils, REALTORS( devote themselves to continuous study of the most recent trends in their respective fields. The affiliates award specialty designations that recognize a member’s advanced education and experiences in a particular discipline. Courses offered through the affiliates keep members abreast of developments in their specialized fields and better able to address industry issues.

REALTORS( are advocates for homeowners and homeownership.

NAR is the ONLY national lobbying group that looks out for the interests of homeowners. Every year, NAR leads the way on Capitol Hill and in the corridors of Washington to keep homeownership a top national priority.

NAR’s support for the mortgage interest deduction and other federal policies helps to keep housing more affordable and makes housing a great investment; through sound housing policies, more home seekers than ever before are enabled to purchase a home of their own.


NAR’s campaign to increase consumer awareness about the value REALTORS( bring to the buying and selling process features television advertisements that air on national networks and cable. The advertisements, now airing for the sixth season, address the residential and the commercial real estate markets. 

NAR’s public awareness campaign, developed to help increase consumer awareness about the value of using a REALTOR( in a real estate transaction, added a new theme last year: “Work with someone who’ll work with you.  We’re REALTORS®.  Real Estate is Our Life.”    The addition of the sentence, “Work with someone who’ll work with you,” is designed to appeal to the growing desire of many consumers to work in partnership with real estate professionals.
From 1999 to 2002, according to surveys, the percentage of consumers saying there are benefits to working with a REALTOR(, as opposed to a real estate agent, rose from 42 percent to 61 percent. Consumers who say they are more likely to select a REALTOR( over a licensee average 69 percent for home sellers and 63 percent for homebuyers.

Recent surveys also show that 63 percent of sellers feel that REALTORS( are best qualified to promote the sale of their home, and 60 percent feel REALTORS( get the job done properly. About 59 percent of buyers feel that REALTORS( are best qualified to help find the home that meets their needs, and 58 percent say REALTORS( make homebuying easier.

The NAR Board of Directors has extended a special assessment to support the campaign through 2004.

These issue summaries were prepared by NAR’s Public Affairs staff for use by association spokespersons as talking points for media interviews.  This document is posted as a Word file and as individual issue summaries on Realtor.org.  Search on “For the Record.”  
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