HousingAlerts

G [ .Com
Tomorrow’s Real Estate Today

FUNDAMENTAL VS
TECHNICAL ANALYSIS

Copyright © 2010 by www.HousingAlerts.com

All rights Reserved.

This is part #3 of a multi-part educational video series. You may watch the entire series
(free of charge) at http://www.housingalerts.net/cycles7

You may share this transcript/ebook with others provided that you do not edit, change or
modify the content in any way.

DISCLAIMER: This presentation is intended for educational purposes only. It is not to be
construed as legal, accounting or investment advice.




“How is this possible?” you ask.

Fundamental vs. Technical Analysis

Fundamental Analysis (‘FA’)

There are over 100 different
‘Fundamental items to choose from.4

Schools, Building Permits, Mortgzage Rates,

‘Ropulation Growth, Unemployment,
Pegsonal Income, Affordability/fndex,
Medical Facilities, etc. etc.

FA Indicatos Never give any Actionable
Decision Triggers

Ignores Market Bsychology

FA mix Changes frdm one period to the
next

FA mix is différent from'ane market to
the next

Ignores/Changing Nature of Markets
Requiires Collection and Analysisiof

Technical Analysis (“TA”)

Tracks Supply & Demand
Works for ALL Real Estate Markets

Includes “Market Psychology”
the Dominant driver of market cycles

Works for ALL Time Periods
Gives Actionable Decision Triggers

Includes ALL Pertinent Factors for each
Market

No Extra Data to Collect
Visual — Easy to Understand
Proven, Time-Tested

Used by ALL Major Institutions
Quick, Easy & Accurate

Baraneous Data

Two words:
Technical Analysis.

You’ve already seen Technical Analysis in action today, the red, yellow and green
‘traffic’ lights, the S.T.A.R. tool, and the wealth phase charts.

You’ve also seen Fundamental Analysis in action today, in all those failed
predictions.

Basically, ANY type of market — stocks, bonds, real estate, gold, cattle... it doesn’t
matter — any type of market can be analyzed one of two ways: by its “Technical’s”
or by its “Fundamentals.”

Fundamental Analysis tries to make sense out of endless and irrelevant sets of
demographic and economic reports.
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There are hundreds of things that may, or may not, affect home prices in any one
market on any one day. It’s unknowable. And it changes from quarter to quarter
and from market to market.

Until now, Fundamentals were the only game in town for real estate investors
because the accurate ‘Technical’ data and Technical ‘systems’ didn’t exist at the
local level.

Fundamental Analysis is like pounding your head against the wall — smart people
have been trying to make it work at the local level for decades — and they always
come up short. | spent many years myself going down that rabbit hole but Fundy’s
just don’t work for local real estate markets.

The first problem with ‘Fundamentals’
is deciding which, if any, factors actually impact home prices for
that market and that time period.

In some cities, fundamental data like population growth, unemployment rates,
mortgage rates, building permits, foreclosures, personal income growth —and
nowadays shadow inventory and delinquency rates... even climate and gasoline
prices might have

an impact on the local cycle.

In other markets, those same “Fundy’s” won’t impact home prices
at all, or only in vastly different proportions.

... and it changes from one period to the next within the same
market.

Fundy’s are a hopeless mess.

Here’s a simple example. It’s widely believed that mortgage rates have the biggest
“Fundamental” impact on the future direction of real estate prices.
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Everyone knows that lower interest rates lead to higher home
prices, and vice-versa, right?

Wrong!

Mortgage rates were falling for years, while home prices were
also crashing at the same time.

Record low mortgage rates came at the same time as record home price
declines... but again, it was only in ‘some’ markets.

During the real estate bubble, all markets had access to those
same mortgage rates, but only some markets experienced a
bubble; others continued to flat-line or

even decline.

Clearly,

Mortgage rates — just like ANY OTHER Fundamental factor, don'’t affect all
markets equally... if at all.

Even if Fundy’s could be applied consistently between different
markets and time periods...

The biggest problem with Fundamental Analysis is that it NEVER
gives you actionable decision triggers.

Fundamental Analysis never answers the question: “What should
I do now?’

It leaves you wondering: “So What?”
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Fundamental vs. Technical Analysis

Fundamental Analysis (‘FA’) Technical Analysis (“TA”)
= ) There are over 100 different Tracks Supply & Demand
B e e Works for ALL Real Estate Markets
Schools, Building Permits, Mortgage Rates,
Ropulation Growth, Unemployment, Includes “Market Psychology”
Pérsonal Income, Affordability/fndex, = the Dominant driver of market cycles

Medical Facilities, etc. etc. Works for ALL Ti Period:
FA Indicatots Never give any Actionable oris for {me Feriods

Decision Triggers Gives Actionable Decision Triggers
Ignores Market Bsychblogy Includes ALL Pertinent Factors for each

FA mix Changes frdm one period to the Market
et No Extra Data to Collect

FA mix is différent from'ane market to Visual — Easy to Understand
the next Proven, Time-Tested
Ignores/Changing Nature of Markets Used by ALL Major Institutions

Requires Collection and Analysisiof .
Extraneous Data Quick, Easy & Accurate

Home prices rise and fall for one reason - Supply and Demand.

With real estate, supply is fixed.

It’s not like cranking up a second shift at a widget factory to pump out more
widgets. Likewise, real estate has a very long useful life; once a building becomes
part of the supply, it’ll be around for decades. That’s one of the reasons real
estate is so cyclical... and so easy to predict and profit from - if you have the right
tools.

Real estate demand can change on a dime — remember seeing all those charts
where the blue line reversed and came crashing down — because Market
Psychology changed?

Fundy’s CAN’T measure those things.

Think about that... for each local market, TA ONLY includes those items actually
affecting home prices and ignores all items that don’t affect home prices. There’s
no need or benefit for those boring, confusing and useless Fundamental data
tables.
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Technical Analysis works for all markets and all time periods. It's
been proven by the test of time. Most important...

TA works! It gives actionable decision triggers when you need
them most.

... like those wealth phase charts or the traffic lights that tell you precisely when
to getin or out.

The beautiful thing is that I've turned “Technical Analysis” into “Easy Analysis” -
It’s easy because it’s all “visual.”
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