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The Minnesota Housing Report is compiled on the basis of monthly
housing reports furnished to the Minnesota Real Estate Research
Center at St. Cloud State University. Funding to pennit
preparation of the Minnesota Housing Report is provided by the
Educational Foundation of the Minnesota Association of REALTORS
and St. Cloud State University.
The reports are supplied by fourteen cooperating local real
estate boards representing 71.5 percent of Minnesota's
population. The boards represent various areas of the state and
thus provide a picture of housing diversity between regions as
well as housing .trends within regio'}S•
Information presented for the state or a particular region is
based on actual listings of homes for sale, financing, size and
sales of single family residential property. The figures
presented are not adjusted for seasonal variation in real estate
housing activity.
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STATEWIDE HOUSING ACTIVITY
Single Family Homes
The median price of all single family homes sold in Minnesota during the third
quarter of 1987, declined to $74,897. This is the second consecutive, quarterly
decrease in median price. The third quarter median price is down 3.2% and 2.6%,
respectively, from the first and second quarters of 1987. The third quarter price is still 1.1%. above the same quarter of 1986, and 0.7% above the third
quarter of 1985, however. In essence, median home prices are stable and moving
in a sidewise pattern.
Median prices for the third quarter are reported by bedroom category in the
table below.
3rd Quarter
1985

% Change
1985 - 87

3rd Quarter
1987

3rd Quarter
1986

2 or fewer
bedrooms

$ 60,920

$

60,460

$ 59,435

up 2.5%

3 bedrooms

$ 77,027

$ 74,962

$ 75,377

µp 2.2%

4 or more
bedrooms

$ 97,305

$ 93,346

$ 96,534

up 0.8%

all homes

$ 74,897

$ 74,056

$ 74,352

up 0.7%

Relative to two years ago, the smaller, lower priced homes have increased in
value more than have the larger, more expensive properties. Tlns is an opposite
result from just one quarter ago. Due to recent increases in mortgage interest
rates, the median prices of homes purchased has tended to fall from the second
to the third quarters across most Minnesota regions. The decline is led by
large price decreases and market softness in more expensive homes. During
periods of falling prices, larger homes continue to have, on average, the
greatest proportional loss in value.
In 1987, the seasonal decline in sales activity that· typically occurs during the
latter half of the year was exacerbated by rising interest rates. Rates on home
mortgages, which were as low as 9% in March, increased fairly steadily during
the second and third quarters to top out at almost 12%. The net result was that
from the second to the third quarters of 1987, unit sales declined by 17.4%, to
9504 units, down from 11,509 units. Third quarter sales were also down by 12.3%
relative to the same period one year ago when 10,836 sales occurred. The total
of second and third quarter unit sales, combined, was down by 14.8% from the
equivalent six month period of 1986.

Amend the various regions of Minnesota, the Central (sales down 31.3% from 2nd
to 3rd quarters), Twin City and Suburban (down 21.0%), and Southeastern (down
1.8%) showed sales decreases from the prior quarter, while the Lakes (up 56.9%),
and the Range (up 3.2%) Regions bucked the overall trend.

Table 1
Quarterly Median Price:

$74,897

Third Quarter 1987
Existing Home Sales
Price Class

Percent

-

148
197
289
520
891
1216
1324
1143
715
763
522
268
208
136
166
155

1.7%
-2.3%
3.3%
6.0%
10.3%
14.0%
15.3%
13.2%
8.3%
8.8%
6.0%
3.1%
2.4%
1.6%
1.9%
1.8%

TarALS

9,504*

100.0%**

$0
$ 20,000
$ 30,000
$ 40,000
$ 50,000
$60,000
$ 70,000
$80,000
$90,000
$100,000
$120,000
$140,000
$160,000
$180,000
$200,000
$250,000

*

Units Sold

$19,999
$ 29,999
$ 39,999
$49,999
1 ~9,999
$69,999
$79,999
$89,999
$99,999
$119,999
$139,999
$159,999
~ $179,999
- $199,999
- $249,999
and over

The total includes 843 sales which were not reported by price class.

** Percentages are calculated only on the sales which were reported by
their respective price-class intervals.

STATEWIDE ACTIVITY
3rd QUARTER 1987
MEDIAN PRICE BY HOME SIZE(# Bedrooms)

4 OR MORE
(22.9%)

2 OR FEWER
$97,305

$60,920

(30.1%)

$77,027

MEDIAN PRICE HOME

$90,000--

$80,000•• $75,676

$76,735

$77,350

$74,056

$76,902

$73,619

I

$74,897

$70,000-$60,000-$50,000-$40,000-$30,000 ...__,___ __.._.,___ _,__,,_ __.___,__ _.,__....__ _,,_.,___ _,____._ __.___
1st Qtr 2nd Qtr 3rd Qtr 4th Qtr 1st Qtr 2nd Qtr 3rd Qtr
1986

1987

Time on the Market
Median time on the market for homes sold during the third quarter of 1987 was
47.4 days. This is up from 47.0 days in the second quarter of this year, and
from 45.7 days in the first quarter. Although fewer units were sold in the
third quarter, the time required to sell a home has not increased significantly
since the beginning of the year. One year ago, the third quarter median time on
the market stood at 60.4 days. Despite the increase in interest rates, homes
are still selling relatively quickly in Minnesota.
The regional variation in the length of time required to sell a home is
illustrated in the table below.
Time on the Market
Third Quarter Sales
1986
dayg

days

Range

108.8

122.7

115.5

down

5.8%

Lakes

106.7

103.8

113.5

down

6.0%

45.1

38.1

57.6

down 21.7%

103.8

84 . 6

69.6

up 49.1%

Central

99.7

119.3

158.0

down 36.9%

Statewide

47.4

60.4

66.3

down 28.5%

Twin Cities &
Suburban
Southeast

1985

% Change
1985~87

1987
days

Region .

The most rapid sales are currently occurring in the Twin Cities and Suburban,
and Central Regions, two areas which also have shown the greatest percentage
decreases in selling time since 1985. At the same time, the Southeast Region
continues to see a quarter-by-quarter increase in the time from listing to sale.
The time on the market statistic, however, can be quite volatile and should be
interpreted with caution.

Unsold Housing Inventory Index
The "unsold housing inventory index'' measures the number of months it would
take for all currently listed residential property to be sold a t the
average level of monthly sales occurring during the most recent quarter.
Statewide, the housing inventory index stands at an 8.2 months supply of
unsold homes at the end of the third quarter of 1987. In the first and second
quarters of 1987, respectively, the supply of unsold homes was 6.6 months and
7.2 months. The third quarter index is 15.5% higher than the 7.1 month supply
of homes at the end of the third quarter of 1986.
The following table compares the quarterly housing inventory index for the years
1985-87.
Unsold Housing Inventory Index
1987
months

1986
months

1985
months

% Change
1985-87

1st Quarter

6.6

8.0

10.2

down 35.3%

2nd Quarter

7.2

5.9

7.7

down

6.5%

3rd Quarter

8.2

7.1

7.5

up

9 -.3%

4th Quarter

n/a

8.3

9.5

n/a

Two observable patterns emerge from an examination of the above table. First,
as sales normally slow down in the second half of each year, the relative supply
of unsold homes tends to increase. A slower rate of sales means a larger relative supply of homes on the market. Second, the slower sales associated with
the higher interest rates of the second and third quarters of 1987, in particular, have raised the supply of unsold homes relative to the corresponding
levels of one year earlier.
the Federal Reserve acts to stabilize interest rates throughout the rest of
1987, it will be interesting to observe the effect on the rate of home sales
and the supply of unsold homes. If the supply of homes remains high, or
increases, a further decline in the price of homes sold would not be unexpected.

As

Financing Characteristics
In strong housing markets we tend to see home purchases financed with VA, FHA
and conventional loans. Conversely, in weaker markets, contracts for deed, cash
purchases and asstnnptions of pre-existing loans tend to become more prevalent.
The table below compares the financing mix for homes sold in each of the first
three quarters of 1987.
Mortgage Market Share
3rd Quarter
1987

2nd Quarter
1987

2nd Quarter
1987

9.8%

8.7%

8.8%

Conventional

26.0%

23.7%

19.9%

FHA

32.7%

38.8%

46.4%

VA

5.6%

6.2%

8.0%

Asstnnptions

9.9%

8.9%

5.2%

Cash Purchases

9.0%

7.0%

5.4%

Other/Unreported

7.0%

6.7%

6.3%

Contracts for Deed

Some interesting patterns emerge from the above table. As eXJ)ected, the use of
both FHA and VA insured mortgages has declined in the past two periods, as
mortgage interest rates have risen from about 9% in the first quarter to almost
12% in the third quarter of 1987. Equally interesting is the increasing importance of contracts for deed, asstnnptions of existing mortgages, and cash purchases.
A little more difficult to explain, however, is the steady increase in the use
of conventional mortgages as a means of financing home purchases. By the third
quarter, the use of conventional financing increased to 26.0% of all homes sold,
up from only 19.9% in the first quarter. One possible explanation is that as
interest rates have risen, new home buyers have become more willing to finance
their home purchases with conventional, adjustable-rate mortgages. The greater
affordability of an ARM initially, apparently offsets any buyer uneasiness about
possible interest rate increases in the future.

Affordability Index
The affordability index measures the relationship between median family income
and median housing prices financed at the prevailing interest rate for 30 years.
An index of less than 100 indicates that the median family income is insufficient to qualify for a mortgage loan needed to purchase the median priced
home. An index greater than 100 indicates that the median income family is more
than able to qualify for the loan necessary to purchase a median priced home.
The table below compares the affordability index by quarter- for the last three
years.
Affordability Index
1987

1986

1985

1st Quarter

123.3

122.7*

91.8

2nd Quarter

111.2

123.8*

94.4

3rd Quarter

111.8

128.3*

99.6

4th Quarter

n/a

134.9*

108.9

*Adjusted to reflect revised income estimate for 1986.
·In 1986, a combination of rising median family incomes and lower interest rates
caused the affordability index to soar. Not coincidentally, unit sales of
single family residential tmits increased as well.
In 1987, however, after a solid first quarter, the affordability index fell 9.8%
to 111.2 as a result of rising interest rates. From the second to the third
quarters of this year, falling median prices more than offset the increase in
mortgage rates as the index rose slightly to 111.8. But as previously noted,
the total of second and third quarter unit sales, combined, was down by 14.8%
from the equivalent six month period of 1986. As affordability decreases, so
does the number of homes sold.
Continued strength in housing in Minnesota will be dependent on stable
(hopefully at lower levels) interest rates, higher family incomes, and continuing moderation in housing prices.

Region 1 - Range
Sales of existing, single family homes in Northeastern Minnesota continued to
increase during the third quarter of 1987. Third quarter sales were up by 3.2%
over a strong second quarter. In addition, third quarter sales increased 36.3%
rel~tive to the same quarter one year ago. Both the Duluth and Virginia boards
reported higher sales across most price categories, to help make the third
quarter of 1987 the best in terms of unit sales of the last three years.
While sales were setting records in the Range Region, the prices of homes being
sold remained virtually unchanged during the third quarter. The median price of
homes sold was $42,327, down $12 from $42,339 in the second quarter of 1987.
The third quarter median price was up 5.6% compared to the third quarter of 1986
when the median price stood at $40,069.
The median time on the market for homes sold in the third quarter fell to 108.8
days, down from 109.1 days in the second quarter. The median time on the market
for homes sold in the third quarter of 1986 was 122.7 days. Also, homes taking
longer than 120 days to sell fell to 23.0% of sales, down from 24.2% one quarter
earlier.
The supply of unsold homes has been reduced in this Region. The unsold housing
inventory index fell to 9.7 months in the third quarter. This statistic
reflects an increased rate of sales, lower selling times, and reduced listings.
The supply of homes on the market, relative to the rate of sales, is at a three
year low in this region, as the index has fallen below 10.0 months for the first
time in recent years.
The leading forms of home financing in this region during the third quarter were
FHA insured mortgages (25.7% of sales), conventional mortgages (20.9%), and
contracts for deed (20.0%). Cash purchases (12.4%), and assumptions (8.9%),
were the other predominant means of home financing. Relative to the preceding
quarter, the share of conventionally financed home purchases increased, wllile
purchases accounted for by the other alternatives declined somewhat.
While most of the other regions in the state experienced slowing sales in the
third quarter of 1987, sales of existing homes in Northeastern Minnesota remain
resilient despite the recent increase in interest rates. Although the region
remains depressed, and the ability to purchase and own a home will depend on the
employment status of the individual, the last two quarter's housing figures continue to offer hope that the Range economy is on the way up.

RANGE REGION
3rd QUARTER 1987

MEDIAN PRICE BY HOME SIZE(# Bedrooms)

2 OR FEWER
(33.8%)

4 OR MORE
(20.4%)
$34,103

$63,749

$44,461

MEDIAN PRICE HOME

$90,000

·-

$80,000

-~

$70,000

....

$60,000

.. i,.

$50,000

--

$40,000
$30,000

....

s4o,io 3

$40.069

2nd Qtr

3rd Qtr

$36,341

I

I

1st Qtr

1986

$37,944

4th Qtr

$42,339

$42,327

2nd Qtr

3rd Qtr

$38,087

1st Qtr

1987

Region 2 - Lakes
Strong sales persisted in the Lakes Region during the third quarter of this
year. Unit sales were up 56.9% from the second quarter of 1987, and up 12.8%
from sales in the third quarter one year earlier. Most of the increase occurred
in the Brainerd area, where sales activity was very robust across all size and
priced homes. This is the third consecutive year that quarterly sales in the
Lakes region were greatest during the July-August-September quarter. This is
due to sales of seasonal/recreational property.
With increased sales, the median price of homes sold in the third q~rter of
1987 also moved upwards. The median price of existing homes rose from $41., 914
in the second quarter to $47,902 in the third. This represents an increase in
sales price of 14.3%. The third quarter median price was 0.3% below the same
quarter one year ago.
The median time on the market of homes sold during the third quarter was 106.7
days. This compares to a time on the market of over 120 days in the second
quarter, and to 103.8 days one year earlier.
Consistent with the high sales rate of the -third quarter, the unsold housing
inventory index fell to an 11.3 months supply of homes for sale. In the Lakes
Region, this is the lowest unsold housing inventory index of any quarter during
the last three years. A rapid sales pace, combined with fewer listings, caused
a decline in the relative supply of homes.
Contract for deed financing (31.8%), and cash purchases (25.9%), remain predominant in this region, comprising 57.7% of all home purchases. The use of conventional financing, especially adjustable rate mortgages, increased in the third
quarter to 18.4% of all home purchases, up from 10.7% one quarter earlier-. FHA
(10.6%), VA (3.1%), and asstunptions (7.0%) are the other most frequent types of
home financing. In a region where seasonal/recreational properties provide much
of the sales activity, it is not unusual to see relatively large numbers of
contract for deed and cash purchases.
The affordability index for the Lakes Region fell to 110.2 during the third
quarter of 1987. This is down from 128.6 one quarter earlier, and down from
126.0 one year ago. Higher median prices and higher interest rates in the third
quarter caused the affordability of housing to decline. The large nlllllber of
contract for deed purchases in this region most likely causes the index to
understate the true affordability of properties.

LAKES REGION
3rd QUARTER 1987
MEDIAN PRICE BY HOME SIZE(# Bedrooms)

2 OR FEWER
(44.5%)

$40,332

$52,707

MEDIAN PRICE HOME

$90,000-$80,000--$70,000 ...
$60,000 ...
$48,069

$50,000-$40,000--

. $ 39,999

$42,178

$47,902

$46,996
$42,777

$41,914

$30,000 _ _,__ ___._...__.......____.___-'-.........--..._.J-_ ___.._....___ _._-,1_ _. . L - _
1st Qtr 2nd Qtr 3rd Qtr 4th Qtr 1st Qtr 2nd Qtr 3rd Qtr
1986

1987

Region 3 - Twin City and Suburban
Higher interest rates in the third quarter of 1987 contributed to a slowdown in
sales of existing homes for the Twin Cities and Suburban Region. Third quarter
unit sales were down 2007 units, or 21.0%, from the second quarter of 1987.
Third quarter sales were also down 16.0% from the same period one year earlier.
Mortgage rates which were as low as 9% in March of this year, rose to almost 12%
in the third quarter, resulting in significantly lower unit sales.
The effect of higher interest rates is also reflected in lower housing prices
during the third quarter of 1987. The median price of homes sold was $80,947,
down 1% from the previous quarter. The median price was still 3.5% higher than
that of the third quarter of 1986, however. This illustrates that as interest
rates rise, the rate of sales declines more rapidly, and by a greater amount,
than do listing and selling prices.
The median time on the market for Twin Cities homes sold in the third quarter of
1987 rose to 45.1 days, up from 44.8 days, and 38.1 days, one quarter and one
year earlier res~tively. Higher interest rates mean longer selling times.
The unsold housing inventory index increased to a 7.7 months supply of homes at
the end of the third quarter of 1987. This is the largest relative supply of
homes on this market since the fourth quarter of 1985. Comparable index numbers
for one quarter and one year ago were 6.4 months and 6.0 months. Even though
listings have declined in the third quarter, a slower pace of sales and longer
selling times have caused the relative supply of unsold homes to increase.
Contracts for deed accounted for financing 8.0% of sales, conventional (26.2%),
cash (7.7%), and assumptions (10.5%) of purchases; all increased from prior
quarters, while FHA insured (34.5%), and VA mortgages (5.9%), declined in relative importance. Higher interest rates cause a shift in the mix of home
financing to less conventional means.
The affordability index at the end of the third quarter was 111.3. The index is
down from 112.5 in the second quarter and from 134.5 in the third quarter of
1986. As compared to the prior quarter, higher interest rates were mostly offset by a lower median selling price. Relative to one year ago, however, we find
higher interest rates and higher prices to be reducing the affordability of
housing in this region.

TWIN CITIES AND SUBURBAN REGION
3rd QUARTER 1987
MEDIAN PRICE BY HOME SIZE(# of Bedrooms)

4 OR MORE

2 OR FEWER .
(29.7%)

(23.4%)
$104,247

$65,838

$82,727

MEDIAN PRICE HOME

$90,000·•
$80,000-•

$76,387

$79 011
'

$78 205
'

$78,524
-----

$79 296
'

$81,744

$80,947
•

$70,000·•
$60,000-•

$40,000·•
$30,000 _ _ _ _ _ _ _ _ ___._ _...________........._________._ _...,__
1st Qtr

2nd Qtr

3rd Qtr

1986

4th Qtr

1st Qtr

2nd Qtr
1987

3rd Qtr

Region 4 - Southeastern
In the Southeastern Region, sales of existing family homes decreased by 1.8%
from the second to the third quarters of 1987. Unit sales remain 12.5% over
comparable third quarter sales of one year earlier, however. Despite higher
interest rates, sales did not decline in this region to the extent that they did
in 1986, when third quarter sales fell 11.6% from ·those of the prior quarter.
· The median price of homes sold in this region during the third quarter was
$57,044, down $5750, or 9.2% from a median price of $62,794 one quarter earlier.
As compared to the third quarter of 1986, the median price of all homes sold
increased by 1.4%.
The median time on the market for homes sold during the third quarter of 1987
increased to 103.8 days, up from 85.1 days in the second quarter, and from 84.6
days one year ago. Although unit sales are still relatively strong, prices have
declined in this region recently, and the average time from listing to sale is
increasing.
The unsold housing inventory index increased to an. 8.3 months supply of unsold
homes in the third quarter. This is an increase of 0.9 months from the prior
quarter, and a decrease of 2.8 months from the same quarter of one y~ar earlier.
As compared to the most recent quarter, listings have increased slightly while
the pace of sales has slowed. Listings have decreased by 415 units from one
year earlier.
Conventional mortgages (32.1% of sales), contracts for deed (13.4%), cash
purchases ( 10 .1%) , and assumptions ( 7 • 4%) , all have increased in importance in
the most recent quarter as a means of purchasing a home. At the same time the
use of F1IA insured (26.6%), and VA (4.3%) loans has decreased in this region.
As interest rates rise, the mix of home financing alternatives changes to place
greater reliance on contract for deeds and mortgage assumptions.
The affordability
second quarter of
quarter more than
the affordability

index rose in the third quarter to 128.9, up from 119.6 .in the
1987. A 9.2% decrease in median home price during the third
offset the increase in interest rates, causing an increase in
of homes in this region.

SOUTHEAST REG ION
3rd QUARTER 1987
MEDIAN PRICE BY HOME SIZE(# Bedrooms)

2 OR FEWER

4 OR MORE

(25.8%)

(23.4%)
$46,153

$69,999

$56,326

MEDIAN PRICE HOME

$90,000 -$80,000-$70,000 ·-

$64,415
$60,825

$60,000 --

$60,121
$56,266

$55,685

2nd Qtr 3rd Qtr

4th Qtr

$62,794
$57,044

$50,000 ...
$40,000 -$30,000
1st Qtr

1986

1st Qtr

2nd Qtr
1987

3rd Qtr

\
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Region 5 - Central
In the Central Region of Minnesota, sales of existing, single-family homes
slowed dramatically in the third quarter. Relative to the second quarter of
1987, sales were down by 31.3%. Sales were also off 36.5%, as compared to the
same quarter one year ago. Most of the decrease in sales occurred in the St.
Cloud area, where 129 fewer homes were sold than in the prior quarter, a 34.9%
drop. In 1986, Central Minnesota sales increased 65.8% from the second to the
third quarters. However the recent, rapid :rate of sales in this region took a
breather during the third quarter of 1987.
Corresponding to a slower pace of sales, median prices in this region fell •
during the third quarter. The median price of single family homes this quarter
was $54,818, down from $60,713 in the second quarter, and down from $55,792 in
the third quarter of 1986. This represents a decrease in price of 9.7% from the
previous quarter and a decrease of 1.7% from one year earlier. Higher interest
rates have contributed to slower sales and purchasing lower priced homes in this
region.
Interestingly, the median time on the market fell during the third quarter. The
median time on the market of homes sold was 99.7 days, a decrease of 17.5% from
the 120.9 days of one quarter ago. The median time bn the market one year ago
was 119.3 days. The third quarter 1987 median time on the market is this
region's lowest of the last three years. Perhaps homesellers, wary of rising
interest rates, were willing to lower prices to insure a quick sale.
Conmensurate with slower third quarter unit sales, the unsold housing inventory
index rose to a 14.0 month supply of homes. One quarter ago and one year ago
the ntnnber of homes for sale represented a 12.8 month and a 10.l month supply,
respectively. Although the number of listings is lower than in the two earlier
time periods, a slower sales rate has caused the relative supply of homes on the
market to increase.
Just one quarter ago, rising interest rates and higher median prices caused the
affordability index in the Central Region to reach its lowest level in three
years. That trend was reversed during the third quarter, however, as the affordability index rose to 121.7, up from 112.2 in the second quarter of 1987. A
median price decrease of 9.7% from the prior quarter, more than offset the
impact of rising interest rates.
With rising interest rates, the use of FHA (38.9% of sales), and VA (5.3%),
insured mortgages has declined (down from 43.2% and 7.0%, respectively, in the
previous quarter). Cash purchases (14.1%), and assumptions (7 .1%), both
increased during the third quarter. Other frequently used means of financing
home purchases in this region include conventional mortgages (21.9%), and
contracts for deed (8.8%).

CENTRAL REGION
3rd QUARTER 1987
MEDIAN PRICE BY HOME SIZE(# Bedrooms)

(24.0%)

OR FEWER .
(25.8%)

2

4 OR MORE

$64,490

$47,959
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3

(50.2%)

MEDIAN PRICE HOME

$90,000·•

.\
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$57,250
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