
was nothing to keep the economy in posi-
tive territory except home builders’ most
earnest prayers that they can extract them-
selves from this funk before we hit gross
domestic negative-land. 

Yes, there’s housing, whose year-plus-
old woes have already taken a good two
points or more out of the GDP. Housing,
which enjoyed a protracted surge cycle of its
own that got underway with a housing
recovery in the mid-1990s, appeared intent
on surfing demographic destiny and eco-
nomic strength into the next decade without
so much as a breather. All went as planned
for almost 10 years. Then toward the end of
the summer in 2005, everyone seemed to
wake up at one time and arrive at the same
conclusion: There was a far greater number
of people buying new homes to turn around
to sell than there were people buying homes
to live in than anyone had previously count-
ed on. This phenomenon began to make
housing too expensive for the many people
who bought houses to live in. 

Mortgage lenders, in turn, provided an
easy-money Band-Aid that would crescen-
do over the past three years, giving a lot of
executives promotions and bonuses for
keeping capacity running with demand
before it unraveled. “Never mind that prac-
tically anyone with a pulse could get a
loan,” wrote Eric Belsky, executive director
of the Joint Center for Housing Studies at
Harvard University, in our pages last
November. “Why worry that easy credit
standards and rising interest rates could put
homeowners at risk of losing their homes?”

HARD LESSONS
Warning salvos that rang out in the summer
of 2005—Sacramento, Calif.; Washington,
D.C.; Fort Myers, Fla., to name a few mar-
kets that suddenly became a big problem
early—offered clear, bellwether intelligence
that should have, by all rights, guided strate-
gic plans and operational and financial
management tactics for 2006.

All the telltale signals showed that there
was too much supply for too high a price for
too few people. But housing’s last big run-up
didn’t pass away with time to process, grieve,
and mourn. Its demise was shocking and
deeply paralyzing—seeming to catch the
entire industry mid-sentence talking ever
optimistically about ways to increase capac-
ity and speed up the machine.
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*COMPUTED WITH TOP 10 PUBLIC BUILDERS AS THE UNIVERSE
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Five-Year Trends

AVERAGE NUMBER OF LOTS CONTROLLED TOTAL GROSS REVENUE ($)
(IN BILLIONS)

TOTAL CLOSINGS

350,000

300,000

250,000

200,000

150,000

100,000

50,000

0

224
,85

4
260

,33
0
300

,577
340

,24
3

349
,80

8

2002

2003

2004

2005 2006

120,000

100,000

80,000

60,000

40,000

20,000

0

95,
926 77,6

91
87,2

08
119

,95
1

90,
369

2002*

2003

2004

2005

2006

TOTAL UNITS IN BACKLOG

200,000

150,000

100,000

50,000

0

105
,81

3
132

,26
3

156
,732

188
,573

110
,00

9

2002

2003

2004

2005

2006

150,000

120,000

90,000

60,000

30,000

0

61,
016 74,2

47
92,

079
117,

567
120

,95
4

2002

2003

2004

2005 2006

Trends show that public builders rode the macroeconomic surge of the last five years by 
posting a steep incline in total closings, backlog, and revenue. 
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