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State of the Southwest

Searching for Value in the Las Vegas 
Residential Market
It’s no secret that the residential real estate market continues to struggle throughout the country.  Whether it be the lead story 
in the evening news or the front page headline of the morning paper, the media are heavily broadcasting accounts of the 
turbulent real estate market and economic conditions. In addition, coverage has zeroed in on the national credit crisis which has 
driven many institutional lenders, developers and property owners into bankruptcy.  Yet, despite the continued hype from the 
unprecedented amount of bad news, Consolidated Mortgage continues to originate loans and lend money to borrowers.  Why 
do we continue to originate loans?  What values do we see that others, particularly the media, may not?

Within the residential real estate market in Las Vegas, home values have deteriorated almost as fast as they peaked several 
years ago, which would lead many to believe that residential properties cannot be good lending risks at this time. In the current 
market, we are seeing quality loans based on “today’s” values.  The absence of lenders in the marketplace has driven quality 
borrowers to seek fi nancing from a limited number of providers. This translates to a greater volume of credit worthy borrowers 
with quality projects for Consolidated Mortgage to choose from.

A good example is a recent loan we closed to a builder who purchased 93 fully-developed residential lots for about $53,000 
per lot.  It typically costs a developer between $45,000 and $48,000 to create a fi nished lot.  Consolidated closed this loan at 
$30,000 per fi nished lot; should the borrower default, we would be happy to own this property at that amount.  

Let’s take a look at some current numbers in our market.  In Southern Nevada, we are starting to see some signs of life in the 
residential market.  According to an August story printed by the Las Vegas Review Journal, home sales are making a comeback 
and standing inventory has been reduced to about an 8 month supply.  The Wall Street Journal reported that Las Vegas has 
the fastest falling inventory levels in the country, with the monthly decline topping 3.5% or 42% per year.  By looking at other 
recent statistics, it is evident that most of the country is heading the other direction, with cities like Miami, Orlando, and Detroit 
actually increasing in inventory levels.     

Why lend in today’s residential market?  The regional market, especially Las Vegas, remains ripe with opportunity for the 
foreseeable future.  More people moving here because of employment growth translates into increased need for housing and 
development. There are still really good residential loans out there, if you’re willing to actively search them out.
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Fair Isaac Corporation Score (FICO) continues to be the credit tracking product used by many lenders not only to grant credit 
but to set interest rates and loan terms. FICO scores are also factored into the credit decision-making process by insurance 
underwriters, cell phone and utility companies and are sometimes even used by employers when evaluating potential new 
hires.

FICO 08 was announced in June 2007, but was not anticipated to be launched in the market place until much later. Given 
the demand by users to improve ways by which they analyze risk due to the rising mortgage defaults and consumer credit 
delinquencies, FICO announced an early release date. It is anticipated that FICO 08 may reduce the default rates between an 
estimated range of 5% to 15%. 

Below are some of the highlights of FICO 08:

Authorized Users (AUs) are people with credit cards who are approved to make purchases, but are not responsible for paying 
off the debt/balances. For example, a student may be authorized to use his/her parent’s credit card, but in reality the parents are 
the ones paying the balance. Under the current FICO scoring system, the history of the credit cards performance directly affects 
the AU’s credit score as it is reported on the AU’s credit report. With the new FICO 08 system, credit cards for which people 
have AU status will no longer influence their credit scores. Thus, most AU’s will have to convert their statuses on existing credit 
cards to that of a joint card holder or open an account on their own if they want to build their individual credit scores. 

High Credit Balances will deduct more points from your credit score than previously, making it even more important to have 
lower credit balances on revolving credit accounts. 

Favorability – FICO 08 will analyze those that have various types of debt more favorably. For example, an individual with 
revolving debt and installment credit will be looked at more favorably versus someone who only holds revolving credit card 
debt. 

Introducing FICO 08


