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THE PAST 



EARLY SCHOOLS OF THOUGHT - 
MERCANTILISM & PHYSIOCRACY 

• An economic system of trade that spanned the 18th & 19th centuries 

• The early economy was divided into two systems: 
 A system of commerce or mercantile system 
 A system of agriculture as physiocrat system 

• Mercantilism focused on wealth as a means of enhancing a nation’s 
power.  National wealth was equated with an influx of gold into the 
national treasury. 

• Mercantilists sought to maintain a favorable balance of trade by selling 
goods to accumulate gold, the main medium of exchange at the time. 

• Mercantilist promoted strong central economic controls to maintain 
monopolies in foreign trade and ensure the economic dependency of 
colonies. 

• Expanded & refined views of physiocratic thought 

• Physiocracy – means the “Rule of Nature” and was a reaction against 
mercantilism. 

 

 



RENOWN ECONOMISTS 

• Economists of the time included: 

 
• Adam Smith (1721-1790) wrote “The Wealth of Nations” 

(1776).  Was the first school of thought on economics.  
Known as the father of economics. 
 

• David Ricardo (1772-1825) wrote “On the Principles of 
Political Economy and Taxation” (1817).  His theory 
contributed significantly to the concept of highest & best 
use and the land residual technique used in the income 
capitalization approach to value. 
 

• John Stuart Mill (1806-1873) wrote “The Principles of Political 
Economy” (1848).  Became the leading economic text of its 
time.  He reworked Adam Smith’s ideas.  He defined the 
relationship between interest and value in use which he 
referred to as “capital value”   

 



EVOLUTION OF VALUE THEORY 

1. The Classical School 

2. The Neoclassical Synthesis 

3. Keynesian Economic Theory 

4. Modern Appraisal Theory 

 



THE CLASSICAL THEORY 

Fundamentally believed: 

• Advocates the development of a free economy with 
minimal government intervention to foster economic 
growth. 

• The economy is self-regulating. 

• It is capable of achieving a natural level of GDP or 
output. 

• This theory was eventually replaced with more updated 
theory called the “Keynesian economics” which called 
for more government intervention. 



CHALLENGES TO 
CLASSICAL THEORY 

In the 2nd half of the 19th century, two serious challenges 
were put forth: 

 

1. The Labor theory of value – it was an extreme position 
put forth by Karl Marx.  Marx asserted that all value is 
the direct result of labor and that increased wages to 
labor would lower capitalistic profits. 

2. The concept of marginal utility – which links value to 
the utility & demand of the marginal unit of an item.  
Meaning if one or more unit is needed or demanded 
in a given market, the market becomes diluted and 
cost of production is irrelevant.  This became the basis 
for the Principle of Contribution. 



THE NEOCLASSICAL 
SYNTHESIS 

• Up until the 1930s, economics had been dominated by 
classical economic theory. 

 

• Alfred Marshall (1842-1924) merged the concept of supply-
cost with demand-price theory of marginal utility.  This 
formed the basis for contemporary value theory. 

 

• Neoclassical economics is an approach that attempts to 
explain the production, pricing, consumption of goods and 
services and income distribution through supply and 
demand. 

 

• The theory states that Keynes was right in the short term and 
classical economists were correct in the long term. 



KEYNESIAN ECONOMIC 
THEORY 

• Developed by John Maynard Keynes in the 1930s 

 

• He asserted that aggregate demand strongly influences 
economic output & inflation. 

 

• The theory suggests that government spend more money 
and cut taxes to turn a budget deficit, which would increase 
consumer demand in the economy.  This would result in an 
increase in overall economic activity and a reduction in 
unemployment. 

 

• Keynesian proponents contend that economies do not 
stabilize themselves very quickly and require active 
intervention (by central banks) to boost short-term demand 
in the economy 

 



HISTORY OF VALUE 
THEORY 

• Development of Modern Value Theory dates back to the 
18th & 19th century 

• First identified the 4 Agents of Production 
• Land 

• Labor 

• Capital 

• Coordination/Management 

• Examined the relationships between the basic factors that 
create value & supply and demand: 

• Utility 

• Scarcity 

• Desire 

• Effective purchasing power 



PRINCIPLES CONTROLLING 
REAL ESTATE VALUE 

• Principle of Highest & best use – 4 tests: 

1. Physically possible 

2. Legally permissible 

3. Financially feasible 

4. Maximum productivity 

• Principle of Supply & Demand – Real property has value 
providing there is a desire for its use.  Its value increases 
as the supply of land decreases, as more people 
compete for the available land. 

• Principle of Substitution – A buyer will not pay more for a 
property than the cost of buying a similar property. 

 



PRINCIPLES CONTROLLING 
REAL ESTATE VALUE - 

CONTINUED 
• Principle of Anticipation – A property has value 

proportionate to the expected use of that property, 
whether it be a single-family home or an income 
producing property.  It is the basis for the income 
approach to value. 

• Principle of Change – Property values are constantly 
changing due to many variables: population shifts, 
changing economic conditions, increasing government 
controls, changing social attitudes & technologies, etc. 

• Principle of Conformity – A reasonable amount of 
conformity results in maximum value. 



PRINCIPLES CONTROLLING 
REAL ESTATE VALUE - 

CONTINUED 
• Principle of Competition – Increasing competition 

results in decreased profits, eventually to the point 
where profits no longer exist or become so marginal the 
investment is no longer viable. 

• Principle of Contribution – Additional expenditures 
beyond a certain point will not yield a return 
commensurate with the additional investment.  This 
concept is the basis for an “over-improvement.” 

• Principle of Consistent Use – Land & improvements 
should be valued on the basis of the same use. 



INFLATION, STAGFLATION, 
DEFLATION 

• Inflation – is a decline in purchasing power as a result of 
an increase in prices for goods & services. 

 

• Stagflation – is defined by slow economic growth and 
relatively high unemployment.  It is also an economy 
that is experiencing a simultaneous increase in inflation 
and stagnation of economic output.  

 

• Deflation – is a decline in prices for goods and services, 
usually associated with a contraction in the supply of 
money and credit in the economy. 

 



THE PRESENT 
Current Economic Data 

 



WHERE DID AMERICANS MOVE IN 2021? UNITED VAN LINES 45TH ANNUAL 
NATIONAL MOVERS STUDY REVEALS THE TOP STATES PEOPLE MOVED TO 

AND FROM 
 

Moving In The top inbound 
states of 2021 were: 

• 1. Vermont 

• 2. South Dakota 

• 3. South Carolina 

• 4. West Virginia 

• 5. Florida 

• 6. Alabama 

• 7. Tennessee 

• 8. Oregon 

• 9. Idaho 

• 10. Rhode Island  

Moving Out The top outbound 
states for 2021 were: 

• 1. New Jersey 

• 2. Illinois 

• 3. New York 

• 4. Connecticut 

• 5. California 

• 6. Michigan 

• 7. Massachusetts  

• 8. Louisiana 

• 9. Ohio 

• 10. Nebraska  



10 YEAR TREASURY RATE – 54 YEAR HISTORICAL CHART 



• Mortgage rates chart for 2022 

• Mortgage interest rates fell to record lows in 2020 and 2021 during the Covid 
pandemic. Emergency actions by the Federal Reserve helped to push 
mortgage rates below 3% and keep them there. 

• But with inflation surging to four-decade highs, mortgage interest rates have 
risen in 2022. And policy tightening by the Fed could push them higher still. 

 

https://tradingeconomics.com/united-states/inflation-cpi
https://tradingeconomics.com/united-states/inflation-cpi
https://tradingeconomics.com/united-states/inflation-cpi
https://themortgagereports.com/93977/fed-hikes-rate-by-75-basis-points-july-2022


• Historical mortgage rates chart 

• Despite recent rises, today’s 30-year mortgage rates are still below average from a 
historical perspective. 

• Freddie Mac — the main industry source for mortgage rates — has been keeping 
records since 1971. 

• Between April 1971 and June 2022, 30-year fixed-rate mortgages averaged 7.77 
percent. So even with the 30-year FRM above 5%, today’s rates are still relatively 
affordable compared to historical mortgage rates. 

 

https://www.freddiemac.com/pmms
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THE FEDERAL RESERVE BALANCE SHEET TREND 
THE SIZE OF THE FEDERAL RESERVE’S BALANCE SHEET INCREASED 
ROUGHLY $490 BILLION FROM ABOUT $8.4 TRILLION ON SEPTEMBER 
29, 2021 TO ABOUT $8.9 TRILLION AS OF MARCH 30, 2022.  THE 
INCREASE IN TOTAL ASSETS WAS PRIMARILY DRIVEN BY THE 
INCREASE IN THE SECURITIES HELD OUTRIGHT WHICH ROSE ABOUT 
$550 BILLION REFLECTING THE NET PURCHASES OF TREASURY 
SECURITIES & AGENCY MORTGAGE-BACKED SECURITIES (MBS). 

 



 
 

ANALYSIS: FED FACES BALANCE SHEET DILEMMA 
AS U.S. ECONOMY SLOWS 

 

• NEW YORK, Aug 15 (Reuters) - With the recent slowdown in 
inflation, the Federal Reserve is faced with a conundrum 
ahead of a plan next month to double the rate at which it is 
shrinking its massive $8.9 trillion balance sheet. 

 

• The move to accelerate quantitative tightening (QT), as it's 
referred to, is meant to further drain pandemic-era stimulus 
from the financial system and increase borrowing rates for 
long-dated assets to weaken inflation. But that is taking 
place as the U.S. central bank pushes ahead with interest 
rate hikes to tame stubbornly high inflation, which is currently 
running at more than three times the Fed's 2% target. 

 



U.S. NATIONAL DEBT 



STATES WITH THE MOST DEBT & LEAST DEBT 
 

Most Debt 

1. New York 

2. New Jersey 

3. Illinois 

4. Massachusetts 

5. California 

Least Debt 

1. Texas 

2. Florida 

3. Alaska 

4. North Carolina 

5. Tennessee 



10 STATES WITH THE HIGHEST DEBT PER CAPITA 

1.Massachusetts ($10,810.99) 

2.Connecticut ($10,728.90) 

3.Rhode Island ($8,073.80) 

4.Alaska ($8,023.75) 

5.New Jersey ($7,016.53) 

6.New York ($6,836.68) 

7.Hawaii ($6,549.89) 

8.New Hampshire ($5,568.99) 

9.Vermont ($5,417.97) 

10.Illinois ($4,826.44) 

 

https://worldpopulationreview.com/states/massachusetts-population
https://worldpopulationreview.com/states/connecticut-population
https://worldpopulationreview.com/states/rhode-island-population
https://worldpopulationreview.com/states/alaska-population
https://worldpopulationreview.com/states/new-jersey-population
https://worldpopulationreview.com/states/new-york-population
https://worldpopulationreview.com/states/hawaii-population
https://worldpopulationreview.com/states/new-hampshire-population
https://worldpopulationreview.com/states/vermont-population
https://worldpopulationreview.com/states/illinois-population


STATE AND LOCAL GOVERNMENT DEBT IN NEW JERSEY FROM FISCAL YEAR 1999 
TO 2021 WITH A FORECAST TO 2027 

 
2021 STATE DEBT 64.5 BILLION, LOCAL GOV’T DEBT 28.2 BILLION 



 
 
Note:  A downward slope in this growth curve does not necessarily mean that the money 
supply is dropping.  Only if the curve goes below zero does that show money supply having 
contracted over a full twelve months. 

 



 
Money Supply Charts – Shawdowstats.com 

 
 

• The Fed ceased publishing M-3, its broadest money supply measure, 
in March 2006. The SGS M-3 Continuation estimates current M-3 
based on ongoing Fed reporting of M-3’s largest components (M-2, 
institutional money funds and partial large time deposits) and 
proprietary modeling of the balance.  

 

• In February 2021, the Fed redefined its narrowest M-1 Money Supply 
measure back to May 2020, to incorporate the bulk of Non M-1 M-2, 
with headline M-1 now covering 93% of total M-2, instead of the 
prior 28%.  In order to preserve the information reflected in the most 
liquid measures of M-1, ShadowStats uses the Basic M-1 Money 
Supply in its charts and Table here.  The original Money Supply 
measure, Basic M-1 is defined as Currency plus Demand Deposits 
(checking accounts).  

 









NEW JERSEY POPULATION TREND 



EXISTING U.S. HOME SALES 
 

• Existing home sales in the US declined 5.9% to a seasonally adjusted annual rate of 4.81 million 

in July of 2022, the lowest since May of 2020 & below market expectations of 4.89 million. 

 

• Sales declined for a sixth consecutive month, reflecting the impact of the mortgage rate 

peak of 6% in early June. 

 

• The median existing-home price for all housing types was $403,800, up 10.8% from July 2021, 

and total housing inventory increased 4.8% to 1,310,000 units.  

 

• Single-family home sales declined 5.5% to 4.31 million and co-ops were down 9.1% to 500,000 

units.  

 

• "Home sales may soon stabilize since mortgage rates have fallen to near 5%, thereby giving 

an additional boost of purchasing power to home buyers" said NAR Chief Economist 

Lawrence Yun. source: National Association of Realtors 

https://www.nar.realtor/
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ALL-TRANSACTIONS HOUSE PRICE INDEX 

FOR NEW JERSEY (NJSTHPI) 



 
WHAT DOES THE FHFA HPI REPRESENT? 

 

• The FHFA HPI is a broad measure of the movement of single-family house prices. The 
FHFA HPI is a weighted, repeat-sales index, meaning that it measures average price 
changes in repeat sales or refinancings on the same properties. This information is 
obtained by reviewing repeat mortgage transactions on single-family properties 
whose mortgages have been purchased or securitized by Fannie Mae or Freddie Mac 
since January 1975. 

• The FHFA HPI serves as a timely, accurate indicator of house price trends at various 
geographic levels. Because of the breadth of the sample, it provides more 
information than is available in other house price indexes. It also provides housing 
economists with an improved analytical tool that is useful for estimating changes in 
the rates of mortgage defaults, prepayments and housing affordability in specific 
geographic areas. 

 



CONSTRUCTION 
SPENDING 



US NEW 
RESIDENTIAL 

CONSTRUCTION 



IMPACT OF NUMBER OF 
LISTINGS - INVENTORY 

• ABSORBTION RATE SUMMARY 

• Is calculated by taking the number of homes that are 
currently listed for sale & under contract and dividing it 
by the rate of sales for a given period. 

• Below 4 Months supply of inventory on the market = 
Sellers Market (appreciating market). 

• 4-6 Months supply of inventory on the market = 
Balanced Market. 

• 7 Months or more = Buyers Market (depreciating 
market). 

 













































DAYS ON MARKET 

 COUNTY Jul-20 Jul-21 % CHANGE Jul-21 Jul-22 % CHANGE COUNTY

Atlantic 78 48 -38.46% 48 44 -8.33% Atlantic

Bergen 61 42 -31.15% 42 36 -14.29% Bergen

Burlington 61 31 -49.18% 31 25 -19.35% Burlington

Camden 53 24 -54.72% 24 23 -4.17% Camden

Cape May 83 50 -39.76% 50 43 -14.00% Cape May

Cumberland 87 45 -48.28% 45 38 -15.56% Cumberland

Essex 55 35 -36.36% 35 32 -8.57% Essex

Gloucester 61 26 -57.38% 26 24 -7.69% Gloucester

Hudson 51 41 -19.61% 40 42 5.00% Hudson

Hunterdon 83 49 -40.96% 49 37 -24.49% Hunterdon

Mercer 62 31 -50.00% 31 29 -6.45% Mercer

Middlesex 64 42 -34.38% 42 37 -11.90% Middlesex

Monmouth 62 40 -35.48% 40 33 -17.50% Monmouth

Morris 61 37 -39.34% 37 29 -21.62% Morris

Ocean 75 41 -45.33% 41 33 -19.51% Ocean

Passaic 67 43 -35.82% 43 38 -11.63% Passaic

Salem 103 42 -59.22% 42 37 -11.90% Salem

Somerset 62 41 -33.87% 41 32 -21.95% Somerset

Sussex 75 46 -38.67% 46 43 -6.52% Sussex

Union 55 34 -38.18% 34 30 -11.76% Union

Warren 73 43 -41.10% 43 39 -9.30% Warren

State-Wide 68.2 39.6 -41.30% 39.5 -12.45% State-Wide

Source: New Jersey Realtors

DAYS ON MARKET
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MONTHS SUPPLY OF INVENTORY 

  COUNTY Jul-20 Jul-21 % CHANGE Jul-21 Jul-22 % CHANGE COUNTY

Atlantic 8.7 7.4 -14.94% 8.2 8.7 6.10% Atlantic

Bergen 4.3 2.4 -44.19% 2.8 2.5 -10.71% Bergen

Burlington 2.3 1.8 -21.74% 2.1 1.8 -14.29% Burlington

Camden 1.9 1.4 -26.32% 1.6 1.5 -6.25% Camden

Cape May 5.0 3.8 -24.00% 4.3 5.3 23.26% Cape May

Cumberland 5.3 4.6 -13.21% 5.1 5.0 -1.96% Cumberland

Essex 3.4 2.0 -41.18% 2.4 2.3 -4.17% Essex

Gloucester 2.1 1.7 -19.05% 1.9 1.7 -10.53% Gloucester

Hudson 5.7 3.2 -43.86% 4.0 3.6 -10.00% Hudson

Hunterdon 4.4 2.4 -45.45% 2.6 2.8 7.69% Hunterdon

Mercer 2.9 2.3 -20.69% 2.3 2.1 -8.70% Mercer

Middlesex 5.5 2.7 -50.91% 4.3 2.7 -37.21% Middlesex

Monmouth 3.6 2.2 -38.89% 2.8 3.3 17.86% Monmouth

Morris 3.6 1.9 -47.22% 2.3 2.1 -8.70% Morris

Ocean 3.0 1.9 -36.67% 2.4 3.1 29.17% Ocean

Passaic 3.6 2.2 -38.89% 2.7 2.3 -14.81% Passaic

Salem 4.2 3.0 -28.57% 3.2 2.9 -9.38% Salem

Somerset 3.9 2.0 -48.72% 2.3 2.6 13.04% Somerset

Sussex 3.9 2.7 -30.77% 3.1 2.9 -6.45% Sussex

Union 3.0 1.8 -40.00% 2.2 2.1 -4.55% Union

Warren 3.0 2.5 -16.67% 2.9 2.4 -17.24% Warren

State-Wide 4.0 2.7 -32.95% 3.1 3.0 -3.23% State-Wide

Source: New Jersey Realtors
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MEDIAN SALES PRICE 

 
 COUNTY Jul-20 Jul-21 % CHANGE Jul-21 Jul-22 % CHANGE COUNTY

Atlantic $234,000 $280,000 19.66% $280,000 $328,000 17.14% Atlantic

Bergen $527,500 $615,000 16.59% $615,000 $660,000 7.32% Bergen

Burlington $256,000 $308,750 20.61% $308,750 $345,000 11.74% Burlington

Camden $210,000 $259,700 23.67% $259,700 $300,000 15.52% Camden

Cape May $330,000 $430,000 30.30% $430,000 $459,971 6.97% Cape May

Cumberland$152,650 $192,750 26.27% $192,750 $218,000 13.10% Cumberland

Essex $459,000 $550,000 19.83% $550,000 $600,000 9.09% Essex

Gloucester$217,000 $262,750 21.08% $262,750 $297,750 13.32% Gloucester

Hudson $407,000 $475,000 16.71% $475,000 $525,000 10.53% Hudson

Hunterdon$425,000 $503,000 18.35% $503,000 $566,000 12.52% Hunterdon

Mercer $299,000 $365,000 22.07% $365,000 $375,000 2.74% Mercer

Middlesex $369,900 $430,000 16.25% $430,000 $475,000 10.47% Middlesex

Monmouth$480,000 $580,000 20.83% $580,000 $630,000 8.62% Monmouth

Morris $462,000 $560,000 21.21% $560,000 $610,000 8.93% Morris

Ocean $336,000 $415,000 23.51% $415,000 $500,000 20.48% Ocean

Passaic $360,000 $429,900 19.42% $429,900 $460,000 7.00% Passaic

Salem $130,000 $188,000 44.62% $188,000 $208,000 10.64% Salem

Somerset $480,000 $584,000 21.67% $584,000 $608,000 4.11% Somerset

Sussex $265,000 $335,000 26.42% $335,000 $360,000 7.46% Sussex

Union $405,000 $470,000 16.05% $470,000 $514,250 9.41% Union

Warren $252,000 $310,000 23.02% $310,000 $345,500 11.45% Warren

State-Wide$336,000 $429,900 21.08% $429,900 $460,000 10.47% State-Wide

Source: New Jersey Realtors
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THE FUTURE 

Automated Valuation Model (AVM) 

An automated valuation model (AVM) is a term for a service 
that combines mathematical or statistical modeling with 
databases of existing properties and transactions to 
calculate real estate values. The majority of AVMs compare 
the values of similar properties at the same point in time. 

How do AVM’s work? 

AVM reports are driven by technology, including proprietary 
algorithms, and can be obtained in seconds by the user. 



PROS AND CONS OF AUTOMATED 
VALUATION MODELS (AVMS) IN 

REAL ESTATE 

Advantages: 

The advantage of using AVMs over physical appraisals 
are similar to those of any automated system over 
human effort. 

The save time, money & effort. 

They can make numerous calculations and 
comparisons in seconds. 

They remove bias and subjectivity from the process. 



PROS AND CONS OF AUTOMATED 
VALUATION MODELS (AVMS) IN 

REAL ESTATE - CONTINUED 

Disadvantages: 

Physical data collection (inspections) still are necessary.  
“There is no substitute for an inspection.” 

AVMs cannot factor in the actual condition of a 
property. 

If there is a lack of comparable sales, AVMs lack the 
imagination to produce the next best comparable sale 
solution. 

There is a risk of data being entered incorrectly 
(Garbage in garbage out!). 



THE BOTTOM LINE 

AVMs can be utilized as an excellent quality control 
check on revaluations, re-assessements & compliance 
plans. 

If designed properly they can create a quality control 
check on the mass appraisal process by finding the 
most comparable sales and adjusting for inferior & 
superior conditions to reconcile a suggested market 
value. 

The suggested market values would yield an 
exception/variance report that statistically analyzes the 
deviation between the two approaches. 


