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David Lereah
former chief economist, National Association of Realtors

PREDICTIONS: Lereah was one of the 
most prominent boosters of the resi-
dential real estate market during the 
boom in his stint at the National Asso-
ciation of  Realtors, but he was derided 
by some critics as wildly over-optimis-

tic, and perhaps irresponsibly so. In 2005, he published a 
book titled, “Are You Missing the Real Estate Boom?” In 
2006, even as the national market started to slow signifi-
cantly, it was updated and re-released as “Why the Real 
Estate Boom Will Not Bust.” This year, Lereah published a 
new book, “All Real Estate Is Local.”
REALITY: Since the national housing market started slow-
ing two years ago, conditions have certainly disproved Le-
reah’s notion that “the real estate boom will not bust.” Hous-
ing starts in the U.S. have fallen to a 14-year low. Econo-
mists expect the housing market’s slowdown to be a drag on 
the economy next year. Lawrence Yun, Lereah’s successor 
at NAR, has forecast the national median price for a previ-
ously owned home to fall by 1.3 percent in 2007 – the first 
drop since the Great Depression. 
COMMENT: Lereah, now an executive vice president at 
Move Inc., could not be reached for comment.

Michael Youngblood
managing director of asset-backed securities 
research, Friedman Billings Ramsey & Co.

PREDICTION, JUNE 2006: Unveil-
ing a new economic model, which he 
claimed was more predictive than oth-
er methodology out there, Youngblood 
forecast that national housing prices 
would rise 3.5 percent year over year 

in the first quarter of 2007, while New York City would 

jump 17.5 percent.
REALITY: While Manhattan apartment prices did rise by 
7.3 percent per square foot, the average sales price remained 
roughly flat over the forecasted period. In the greater New 
York area, the S&P/Case-Shiller index, which measures 
home prices nationwide and which does not include apart-
ments, fell 1.1 percent from the first quarter of 2006 to the 
first quarter of 2007. 
COMMENT: Youngblood could not be reached for com-
ment by press time.

Jonathan Miller
 president, Miller Samuel, recently acquired 
by Radar Logic

PREDICTION, OCTOBER 2006: Miller 
forecast national housing weakness, 
citing flaws in how money is lent: “I 
have long vented about the perils of 
weak underwriting standards and the 
pressures placed on appraisers by the 

structure of the lending system, namely collateral valua-
tion.” Also in 2006, Miller drew on work by Lou Witter, an 
investment strategist, and Barry Ritholtz, a research strat-
egist, to complain about an “appraisal inflation problem … 
much more serious than reported.”
REALITY: In summer 2007, the New York State attorney 
general’s office asked many appraisers to submit a for-
mal declaration that they had been pressured by the lend-
ing community to provide specific appraisal results. Last 
month, Attorney General Andrew Cuomo announced that 
he was suing First American Corp. and its subsidiary, ap-
praisal company eAppraiseIT, for allegedly colluding with 
Washington Mutual. Cuomo accused eAppraiseIT of inflat-
ing the value of homes it appraised for mortgages, under 
pressure from WaMu. He said that the case is just one ex-
ample of a “systemic flaw in the mortgage industry” with 

far-reaching implications.
COMMENT: “I am thrilled it is on the front burner now,” 
Miller said of the attention now being paid to problems in 
the appraisal industry. 

Lon Witter
 founding partner at Witter & Westlake Investments

PREDICTION, AUGUST 2006: Citing 
that 32.6 percent of new mortgages 
and home equity loans in 2005 were 
interest-only, up from 0.6 percent in 
2000, Witter penned a famous article 
in Barron’s, predicting a drop in the 

real estate market and comparing the situation to the junk-
bond era of the 1980s. “Lenders have encouraged people to 
use the appreciation in value of their houses as collateral 
for an unaffordable loan,” he wrote. 
REALITY, DECEMBER 2007: The nation’s mortgage mar-
ket has been shaken by increasing numbers of subprime 
defaults.
COMMENT: Witter noted that more than $1 trillion in ad-
justable-rate mortgages are scheduled to reset in 2007 and 
2008 at an average of 2 percent higher than the present 
rate. “Foreclosures will rise dramatically,” predicted Wit-
ter, who noted that he expects the next three years to yield 
a 30 percent drop in housing prices.  

Maria Sicola
executive managing director, research, Cushman & Wakefield

PREDICTION, DECEMBER 2006: Ag-
gressive rent growth in Midtown Man-
hattan for 2007, forecasting rent aver-
ages of $75 per square foot. 
REALITY: In June, average Class A 
rent for Midtown Manhattan reached 

$80.88 per square foot. In the third quarter, the figure 
stood at $81.74 per square foot. 
COMMENT: While the commercial leasing market appears 
to be showing signs of slowing (see cover story), particularly 
in terms of leasing activity and big deals signed, over the 
past year, Manhattan rents have risen appreciably enough 
that Cushman & Wakefield added a new category, proper-
ties offered at $150 per square foot. Fourteen properties 
had hit this mark or higher by October.  TRD

A look at how the experts’ predictions panned out over the past year amid the subprime fallout

BY JEN BENEPE

It was a crazy year – the residential mortgage market went into crisis, the housing market 
got weaker in the U.S. (even though the city stayed relatively healthy), and the commercial 
market started showing signs of slowing too. Who would have thought? Read on to see The 

Real Deal’s check of the forecasters. Here’s who got it right, and who got it wrong. 

How far does the apple fall?
Shades of the ’80s in current slowdown, but differences are many

BY C. J. HUGHES  
If history teaches us anything, it’s that people don’t learn from history. 
Despite that, it’s worth looking at New York City’s last big housing down-

turn – which started with the 1987 Wall Street crash and lasted through 
rock-bottom one-bedroom prices in the early ’90s – to get some sign of 
what we might be in for. Below, a quick then vs. now snapshot:

11.1% NYC unemployment (1990)

Then: Late ’80s bust Now: Current slowdown
Dow falls 508 points

Wall Street tumble hurts 
 real estate market

Interest rates at 9-10%

Expected foreign buyers  
didn’t materialize

2,262 murders (1990)

Dow falls 366 points

Real estate troubles  
hurt Wall Street

Interest rates at 6-7%

Weak dollar supports market

596 murders (2006)

Then: Late ’80s bust Now: Current slowdown
Commercial foreclosures

Graffiti-covered, dangerous subways

Office building  
vacancy rate 12% (1990)

Greater percentage of co-op  
inventory hard to rent

Suburbs seen as more desirable

Speculative office construction

Advertising-covered, relatively  
safe subways

Office building  
vacancy rate 5.7% (2007)

Greater percentage of co-op inventory 
that can be rented rather than sold

City seen as more desirable5% NYC unemployment (2007)


