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Homes still overvalued even as prices slip

P rices of homes in many red-hot
regions — California, South
Florida and the New York metro-
politan area — cooled in the final
three months of 2006. But 16 per-
cent of the nation’s single-family
homes remained overvalued. That's
slightly down from 17 percent in
the prior quarter, according to re-
search by Global Insight and Na-

local household income, population
density and historical prices to as-
sign a fair value for the median
home in each of 317 metropolitan
areas, representing nearly 90 per-
cent of home values nationwide.
The report suggested caution for
home buyers in parts of California,
the Northwest, Arizona and Florida.
“Any market we identify as being

DeKaser, chief economist of Na-
tional City. “So if you've got flexibility
and you don’t particularly feel that
time is urgent right now, maybe it
makes sense to wait.” The report
found attractive values in parts of
Texas, Mississippi and Oklahoma.
The retreat in prices in the most
overvalued markets is a good sign
for housing, says economist Jean-

tional City Corp. The analysis used

When the price
isn’t right
Single-family homes
in 317 metro areas

Undervalued
-39% to -13%
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-13% to 13%

Moderately
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Extremely
overvalued
35% to 81%

Selected undervalued and overvalued markets

CITY

MEDIAN PRICE UNDERVALUATION CITY

overvalued is, at a minimum, at risk
of a price decline,” says Richard

nine Cataldi of Global Insight.

“Prices are coming down slowly,
with no precipitous drops,”
she says.

v

MEDIAN PRICE OVERVALUATION

1. Dallas, Texas
2. El Paso, Texas
3. Jackson, Miss.
4. Tulsa, Okla.

$135,300 -21.6% 5. Naples, Fla.  $371,000
$100,000 -13.9 6. Bend, Ore. $294,200
$107,600 -13.6 7. Merced, Calif. $283,600
$120,200 -13.1 8. Prescott, Ariz. $229,000 [EH

SOURCE: National City Corp.
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POWER SURGE

Electric utilities heat up
on mergers, pricing

Electric utilities were the top stock fund
sector in the volatile first
quarter, according to
preliminary data. Besides
their defensive nature — in good times
or bad, consumers need electricity —
they have other virtues for investors.
Higher electricity prices. As major
long-term contracts for electricity expire,
utilities will be able to charge higher
prices given the recent rise in natural
gas — used in power generation. The
price rise will also increase demand
for coal- and nuclear-generated power,
according to Shelby Tucker of Banc of
SOURCES: Thomson Financial, Lipper

Spotlight

tax rate.

America Securities, who has an
“overweight” rating on electric utilities.
Consolidation. Deregulation both
here and abroad is spurring cross-
border mergers. U.K.-based National
Grid (NGG) is buying U.S. utility Key-
Span Corp.(KSE), and Germany’s
E.On AG (EON) is bidding on Spain’s
Endesa SA (ELE). Here in the United
States, TXU Corp. (TXU) agreed to
be taken private for $32 billion. Others
could be targets of larger U.S. or
foreign rivals, says analyst Gordon
Howald of Calyon Securities.
Dividends. Utilities generally pay
dividends. Some foreign companies
yield over 5 percent. Howald believes
an aging population will boost de-
mand for high-income stocks, espe-
cially with the low 15 percent dividend

6-month
performance

Dow utilities
index

Dow Jones
industrials

M. Martinez, J. Qi « AP

all Street tumbled Wednesday after Federal
Reserve Chairman Ben Bernanke reminded
the markets that inflation remains a concern for the

StoryStocks

said core inflation slowed modestly in the second
half of 2006 but recent readings are still
uncomfortably high. Stocks also staggered as crude

central bank, diminishing hopes for an interest rate  oil prices climbed to a six-month high. The Dow

cut by mid-year. In Capitol Hill testimony, Bernanke
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