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We called for the top of the real estate market at an investment conference in March 2006 and sent
our presentation to clients with their statements the following month. We cited the overinflated market
based on the long-term trend in housing prices, the lowest level of home affordability in 75 years, the
rising inventory and new construction, and the record household real estate assets as a percentage
of GDP as reasons why property values were likely to decline in the period ahead.
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As shown in the above graph, real median home prices (which are adjusted for inflation) are back to
where they were in the early-1990s, 1980s, and 1970s. In other words, thanks to an unprecedented
correction, record-low mortgage rates, and rising incomes, single-family homes are as affordable
today as they were 20, 30, and 40 years ago. As a result, we are now reversing our prior position and
believe that the market is bottoming and poised to move higher over the ensuing decade.
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Warren Buffett told CNBC viewers yesterday that “single-family homes are cheap now.” He added, ‘I
would load up on them” and “take mortgages out at very, very low rates.” The CEO of Berkshire
Hathaway said, “Five years ago they couldn't buy them fast enough because they thought they were
going to go up, and now they don’t buy them because they think they're going to go down.” Amen.



