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While some analysts speculate on a possible economic downturn, 
rising energy prices, and a “burst” of the real estate housing 
bubble, the outlook for the residential real estate market in 2006 is 
likely to be positive. According to the National Association of 
Realtors News Release on February 28, 2006, total existing home 
sales in January 2006 declined by 2.8%, but the home prices 
continued to increase at “double-digit” rates. David Leareah, the 
chief economist for the National Association of Realtors, predicts 
that “existing home sales should stay below the record levels 
experienced over the last two years, but they’ll maintain a 
historically high pace.”  
 
Anticipated in the beginning of April 2006, Wall Street 

investors and financial lending institutions expect the Chairman of the Federal Reserve 
Board, Ben Bernanke, to slightly raise the interest rates in an effort to keep inflation 
under control. Despite such a predicted interest rate increase, market conditions are still 
favorable for those looking to make a good real estate investment. Currently, the average 
interest rate on a thirty year fixed mortgage is approximately 5.87%, and financial 
institutions do not believe that any rate hikes by the Federal Reserve will cause 
substantial negative effects on the overall market. The key to significant profitability may 
lie in a purchaser’s timing and the type of real estate purchased.   

 
The booming real estate market during the last several years generously rewarded many 
who took timely advantage of lower interest rates by purchasing real estate then sold the 
properties soon after the property market values increased radically, resulting in 
considerable net profits in a short amount of time. However, the real estate market 
appears to have slowed in 2006 due to diminishing qualified buyers, increased costs of 
production, and rising interest rates. Therefore, in 2006, it may not be prudent to purchase 
residential real estate and undertaking a substantial mortgage debt with the hope of 
reaping a quick profit. However, a clever investor may still take advantage of the current 
relatively low interest rates and purchase residential real estate that has a likelihood of 
providing long-term profitability as well as be a stable factor in an investment portfolio.  

 
The trend for the 2006 residential real estate market also seems to reflect a change in the 
type of housing that is cost effective and profitable – i.e., single family/multi-family 
housing, condominiums and cooperative apartments.  

 



Historically, the most reasonable and practical source of investment has always been the 
ownership of a single or multi-family house. The advantages of such ownership are quite 
obvious: the mortgage interest paid is tax deductible, the owner has title and deed to the 
premises, and can enjoy uninhibited reasonable use of the premises. Ownership of multi-
family housing is a valuable investment since the property can serve as not only the 
primary housing for the owner, but the additional units may be leased to tenants, thereby 
creating a rental income from the property.  

 
It should be noted that prior to purchasing a single or multi-family home, buyers who 
plan on purchasing and sharing usage of the premises with extended family members 
should consult with an experienced attorney to discuss the manner in which ownership of 
the premises may be designated – i.e., tenancy by the entirety, joint tenancy, and tenancy 
in common. This is vital to avoid conflicts over ownership and inheritance rights in the 
future. 

 
Recently, the New York metropolitan area has experienced a boom in the condominium 
sales market, especially condominium conversions, due to higher costs of production and 
labor. Despite the disadvantages of paying monthly homeowner association charges and 
being subject to the condominium association’s regulations, condominium ownership is 
still advantageous since condominium sales prices tend to be lower, unit owners have 
title/deed to the unit, and many condominium associations do not restrict the unit owners 
in leasing the premises to tenants, thereby creating a viable source of equity and rental 
income for the unit owner. Real estate market professionals in the New York area opine 
positively on the investment values of condominiums in the Bronx, Brooklyn, Queens, 
and Long Island City.  

 
Ownership of a cooperative apartment is another viable type of residential real estate 
ownership. The primary advantages in owning a cooperative apartment are that 
cooperatives are generally more affordably priced then single family homes or 
condominiums, and owners can reap the benefits of tax deductions for the payment of 
monthly maintenance. The significant drawback in cooperative ownership is the fact that 
an owner has a certain number of shares of the cooperative corporation for the unit he/she 
owns, rather than title/deed to the premises. Consequently, there are limitations placed on 
the owner’s ability to obtain equity-based loans, financial stability of the corporation is 
essential, and future purchasers must be approved by the management, thereby reducing 
the amount of qualified buyers of eventual resale.  

 
Particularly, it should be noted that prior to purchasing a condominium or cooperative 
apartment, it is vital that an experienced attorney review the offering plan and financial 
statements presented by the underlying management entities so that potential pitfalls to 
marketability of the property may be avoided.   

 
Lastly, to truly dodge the financially detrimental consequences of market trends 
regardless of the direction of the real estate market, a real estate purchaser should always 
remember the old maxim: location, location, location! 


