




















...In some of the markets that experienced large spikes in prices and now large
declines in prices, it is likely that prices have fallen so far that a measure of
affordability has returned, and buyers are moving from the sidelines.

areas, notably Los Angeles, Miami, Atlanta, San Francisco,
and Phoenix are now losing jobs on an annual basis. The
only major metro area economies performing better than
Washington are Dallas and Houston, which are benefiting
from the conditions in the energy sectors.

The sectors that are currently keeping the Washington
and Northern Virginia economies from attaining better
growth are related to the housing and credit markets.

As seen in the chart, the region has lost significant jobs
in the construction and financial services (includes real
estate) sectors, and as of July had turned negative in the
retail trade sector. If these three sectors were remaining
flat, the region’s economy would be growing at its long-
term average rate.

What is the Outlook?

The Washington area is not immune from what is
happening at the national and international economic
levels, but its economy is better buffered than most
from those influences. The effects of the housing
market remain an important factor. Foreclosures have

continued to increase in the region during 2008, and
until that situation begins to abate, it is likely that the
local economy will continue to grow only moderately. It
is expected that the foreclosure situation and its negative
effects on the overall housing market will begin to
diminish when the subprime mortgages have run their
course with resets.

At the national level the resets are expected to end
for subprime mortgages near the end of the year, and if
the Washington area reflects the national situation in this
regard, that could mean foreclosures in the region would
begin to decline in early 2009.

Most national economists are projecting gradual
improvement in the national economy in late spring or
early summer of 2009. That is a probable scenario given
current trends and knowledge, and it is also likely for
the Washington economy to start gaining traction and
growing faster within that same time frame. And as the
foreclosure situation abates and the economy improves,
the overall housing market will start to recover.
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