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Demographic Trends
May Boost Condo Values

By PATRICK BARTA
Special to RealEstateJournal 

Question: We are considering selling our 40-year-old 
single-family dwelling and buying a new townhouse in 
Lincoln, Neb. We are concerned that the value of the 
townhouse will not appreciate at the same rate as our 
current single-family dwelling. We have read that single-
family dwellings in Lincoln have appreciated 7% on 
average in the last year. We cannot find any 
information on the appreciation of townhouses, 
however. Will the townhouse appreciate at the same rate as a single-family home? 

-- Bill & Carol, Lincoln, Neb.

Bill & Carol: Over the long haul, condominiums tend to appreciate at a slightly slower 
rate than single-family homes. But that doesn't mean you should abandon the idea of 
buying a condo. 

At first blush, condos do appear to be a less lucrative investment. For example, Michael 
Sklarz, a housing expert at the financial and real-estate services firm Fidelity National 
Financial, recently compared price appreciation per square foot for single-family homes 
and condos in several California markets between 1995 and 2003, and found that single-
family homes typically appreciated more rapidly, though not dramatically so. 

In San Diego, single-family home values rose 137.5%, compared to 132.3% for condos. 
In Los Angeles, single-family vales climbed 107.4%, compared to 98.1% for condos. And 
in San Francisco, single-family prices soared 167.8%, compared to 123.3% for condos. 

Even so, recent history illustrates why it's not necessarily unwise to buy a condo. While 
condos do tend to underperform over the long haul, at times they can outperform single-
family homes in the short run, especially when demand for lower-cost homes is high, as it 
is now. Indeed, between the third quarter of 2002 and the third quarter of 2003, 
condominium prices rose a whopping 16.6% to a median price of $167,200, according to 
the National Association of Realtors. Single-family home prices rose 10.1% over that 
period, by NAR's estimation, and some economists believe the appreciation rate of single-
family homes was even lower. The median price of a single-family home was $177,000, 
only modestly higher than the median price for a condo. 

David Lereah, the chief economist at the National Association of Realtors, believes that 
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condo prices are poised to keep climbing, in part because of favorable demographics. A 
huge number of baby boomers are now entering retirement age, and many are likely to 
want to downsize into smaller, more manageable properties in the coming years as their 
children grow up and move away. At the same time, a growing number of baby boomer 
grandchildren will soon enter the housing market, and for these first-time buyers, 
condominiums may represent the only affordable option. 

In the end, unless you're buying the property strictly as an investment, the long-term 
appreciation rate should concern you less than whether the property fits your lifestyle. 
"Since this will be your home to live in, and not a rental, you will need to consider which 
dwelling is better suited for your personal needs," says Anthony Hsieh, chief executive and 
founder of HomeLoanCenter.com, an online lender based in Irvine, Calif. And for many 
families, especially retirees who need less space or first-time buyers who can't afford a 
bigger, single-family home, a condo can be a better way to go.

-- Mr. Barta is a staff reporter for The Wall Street Journal. His "House Talk" column 
appears every Friday exclusively on RealEstateJournal.com. Click here to e-mail him your 
questions about the residential real-estate market. Please include your first name and city 
and state. If your question is answered and posted, we will show your first name and city. 
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