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Big South Florida companies

are already citing the housing market

slowdown for their flatter revenues,

lower profits or weaker forecasts
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BY NIALA BOODHOOnboodhoo@MiamiHerald.com

Many South Floridians are eating out
less and springing for fewer big pur-
chases like a new car or expensive vaca-
tion.

It’s not just because of the increasing
cost of living. Economists talk about a
new cost-consciousness among consum-
ers who had relied heavily upon their
houses for their net worth and are now
watching the housing market slow way
down.

And as the housing market slides, that
new consumer psychology is rippling
through South Florida’s economy — and
is already hurting South Florida’s biggest
companies.

Companies are saying they’re starting
to see less business because of the hous-
ing slowdown. And it’s not just the obvi-
ous businesses within the housing indus-
try, like real estate or construction
companies, which have already seen
clear hits. Miami-based home builder
Lennar, for example, reported last week
that its first-quarter profit tumbled 73
percent on continued softness in the
housing market made worse by prob-
lems with subprime lenders. Lennar
also warned it doesn’t expect to
meet its 2007 earnings guid-
ance.

But South Florida com-
panies you wouldn’t auto-
matically associate with
housing are also
pointing to the real
estate slowdown
a  s a big culprit
for less robust
earnings, in
industries
as var-

ied as car
d e a lerships,

cruise lines and
shipping compa-

nies.
‘‘We’ve been expect-

ing effects like this for
some time,’’ said Per Ber-

glund, an economist who
tracks Florida for Moody’s Econ-

omy.com. ‘‘In a sense, that is Flori-
da’s Achilles Heel — a lot of indus-

tries are very closely tied to the state of
the U.S. economy.’’

In February, although prices remained
relatively flat, sales of existing single-
family homes were down 31 percent in
Miami-Dade and 20 percent in Broward
compared to a year ago, according to the

Florida Association of Realtors. The
condo numbers were worse, and inven-
tory has nearly doubled.

All those for-sale signs play havoc
with consumer psychology as the
housing market slows. The boom
saw many homeowners taking out
sizable adjustable rate mort-
gages or simply tapping equity
out of their homes. Now,
with possible rate
increases and the house-
equity well drying up,
people are more
worried and there-
fore more cost-
conscious.

C o n  -
s u m e r
c  o  n f i -

d e n c e
among Florid-

ians dropped
l a s t  m o n t h ,

according to data
released by the Uni-

versity of Florida last
week. The index, last

month at 92, declined to 86.
Sentiment about big-ticket

items took a sharp negative turn,
from 109 to 98 over the month.
‘‘Housing is an increasing prob-

lem,’’ said survey director Chris
McCarty, who also attributed the drop to
the recent stock market downturn and
higher gas prices. But McCarty, who has
directed the monthly survey since 1992,
said he’s been expecting the housing
slowdown to spill into other sectors of
the economy.

‘‘It’s very clear that people were using
their home equity to fuel spending, s  o I
don’t think this should be that much of a
surprise,’’ said McCarty, who also cited
the rampant speculative buying and use
of exotic loans.

City Furniture President Keith Koenig
has never seen a decrease in business
year-over-year since he and his brother
founded the chain in 1994 — until now.

‘‘This is the best market in the coun-
try, but it’s down a little this year, and
that is the first time I have ever said
that,’’ said Koenig, who added that the
South Florida-based furniture retailer
with 19 stores in Miami-Dade and
Broward is seeing sales about 10 percent
slower in January and February com-
pared to last year. ‘‘The consumer is
being careful with the dollar.’’

Other big businesses are
citing the slowdown, too.

Miami-based Ryder
System, which

manages and
moves freight

all over
t  h e

countr y
for  i t s
business cli-
ents, is still
forecasting over-
all growth for the
year, but that has been
dampened by weakness
in one area of its
short-term busi-
ness.

The compa-
ny’s short-term
commercial rental contracts — Chief
Executive Greg Swienton describes
those as the kind of ‘‘cushion in custom-
ers’ fleets that customers can add or sub-
tract’’ — will probably be down about
6 percent to 7 percent this year.

‘‘Wherever there are reductions in
new housing starts, then we would prob-
ably have an impact in that commercial
rental activity,’’ Swienton said, adding
that Ryder moves a lot of the goods —
appliances, wood products, flooring and
vinyl — for many companies that sup-
port housing.

Berglund sees the housing slowdown
working its way through the broader
economy like this: First, home prices
slow down, then the number of people
extracting equity from their homes also
starts to taper off. That winnowing pool
of money leads to fewer purchases of
big-ticket items, like cars.

Last year, 16 percent of the new car
purchases in Florida were made with
home equity loans, said Art Spinella,
president of Oregon-based market
research firm CNW Research. That com-
pares to 9 percent in 2000.

Florida and California have been hurt
the most in terms of auto sales, said Spi-
1272.350

•TURN TO CONSUMERS, 26

FEWER DOLLARS SPENT ON FUN: Cruise
lines say that customers seem to be
cutting back on expenses. At right
is Carnival’s Triumph.
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SOURCES: Florida Association of Realtors, EWM

Single family Condos

FEBRUARY EXISTING HOME SALES

THE MIAMI HERALD

Miami-Dade

Broward

SALES 

2006: 603
2007: 417

PRICE

2006: $368,700
2007: $381,400

INVENTORY

2006: 6,364
2007: 12,128

-31%

+3%

+91%

SALES 

2006: 774
2007: 432

PRICE

2006: $266,900
2007: $279,500

INVENTORY

2006: 11,800
2007: 21,308

-44%

+5%

+81%

SALES 

2006: 740
2007: 562

PRICE

2006: $216,800
2007: $194,800

INVENTORY

2006: 11,646
2007: 22,243

-24%

–10%

+91%

SALES 

2006: 622
2007: 498

PRICE

2006: $360,800
2007: $362,200

INVENTORY

2006: 7,691
2007: 14,055

-20%

FLAT

+83%

lower profits or weaker forecasts
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FEELING THE PINCH:
As housing sales
slow, right, and
home-equity wells
dry up, consumers
have been
tightening their
purse strings, which
in turn has had an
impact on large
companies in South
Florida. AutoNation
CEO Mike Jackson,
top, says the
environment will be
tough for awhile for
big ticket items,
such as cars.
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COVER STORY

As home-equity wells dry up, consumers cut back

•CONSUMERS, FROM 24

nella, stating that the No. 1
reason for the decline in auto
sales in California is its hous-
ing market, and that in Flor-
ida, it’s ‘‘in large part’’ due to
housing.

Florida, for instance, has
seen an 11 percent decrease in

retail deliveries and a nearly
19 percent decrease in cus-
tomer floor traffic industry-
wide in the first 10 weeks of
this year compared to the
same period last year. The
state trailed only California in
both categories, according to
CNW’s research.

For a company such as Fort

Lauderdale-based AutoNa-
tion, that’s a direct hit. Half its
revenues come from Florida
and California. AutoNation,
the largest automotive
retailer in the country, saw
flat earnings in the most
recent quarter.

‘ ‘Tapping into home
equity, either psychologically

or in actuality, was a big fac-
tor in driving automobile
sales’’ over the past few years,
said its chairman and chief
executive, Mike Jackson.

Add to that slowing sales
of pickup trucks, which con-
struction workers, contrac-
tors and builders have put off
purchasing as the real estate
market declines.

‘‘It’s going to be a difficult

environment for big-ticket
items for some period of time
where we work through this
adjustment,’’ Jackson said,
adding there’s no chance for
improvement during the first
half of this year.

Cruise lines including Car-
nival, Royal Caribbean and
Norwegian Cruise Line,
1602.920

•TURN TO CONSUMERS, 27

TOP VEHICLE MARKETS

This data shows the percentage change in retail deliveries and floor traffic industrywide for the
first 10 weeks of the year compared with the same period last year.

Retail Floor GM Ford Chrysler Toyota Honda Nissan
States Rank deliveries traffic retail retail retail retail retail retail

California 1 -17.1 -22.6 -6.6 -18.6 -19.4 1.2 1.9 -0.4
Texas 2 -1.6 -8.7 1.4 -1.1 -5.4 1.8 2.1 1.1
Florida 3 -11.1 -18.6 -7.2 -11.9 -14.1 -1.1 2.7 -8.6
New York 4 -4.9 -4.1 1.1 -1.3 -9.4 2.8 2.2 1.9
Illinois 5 -2.6 1.5 -3.7 -5.4 -8.2 -1.1 1.7 -2.4

NOTE: All data excludes fleets of any size. Also, Ford, GM and Chrysler include major brands only. Toyota, Honda and Nissan include
luxury brands. Toyota includes Scion.

SOURCE: CNW Research

‘This is the best
market in the
country, but it’s
down a little this
year, and that is the
first time I have
ever said that.’

– KEITH KOENIG,
City Furniture presidentG
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Big companies feel pinch of housing slump
During the most
recent boom, many
Americans identified
their houses as a key
part of their net
worth. Now that home
prices are stabilizing,
those people are
feeling that they are
worth less.

•CONSUMERS, FROM 26

which offer trips through the
Caribbean that are popular
with middle-class Americans,
are also saying their custom-
ers seem to be cutting back.

The Caribbean has been a
weak market for some time
for cruise lines, but Miami-
based Carnival said recently
when it released earnings that
it believed the current soft-
ness was an ‘‘economic issue’’
related to high fuel costs and
the real estate market.

BACKED INTO CORNER

‘‘There is no way of really
knowing, but . .  . I do believe
that some of those people
who have stretched to buy
homes and got very aggres-
sive mortgage financing are
people in the income levels
we are dealing with,’’ Gerry
Cahill, Carnival’s chief finan-
cial officer, told analysts dur-
ing a recent conference call.

‘‘It’s not just the subprime
issue. There’s a lot of other
issues going on in the housing
market,’’ he added.

Carnival, which declined to
comment for this article, said
during that conference call
that it expected 2007 net reve-
nues to be flat to slightly posi-
tive, compared to last year.

Royal Caribbean has simi-
larly pointed to the economy
and the housing downturn as
potential factors in the weak
pricing in the Caribbean.

At the recent Seatrade
Convention on Miami Beach,
Colin Veitch, chief executive
of Norwegian, said the
decline in the housing market,
rising interest rates and high
gas prices have conspired to
make consumers tighten
purse strings. ‘‘The consumer
at the low end of the market is
being pinched,’’ he said.

CHANGING MIND-SET

Many executives, such as
Darden Restaurants Chief
Executive Clarence Otis, talk
about the psychological
rather than actual effect the
slowdown has had on con-

sumers, made worse by recent
gas-price increases.

‘‘People are more attuned
to interest rate volatility and
the possibility of higher inter-
est rates, and resetting mort-
gages at higher levels,’’ he
said. ‘‘And they’re cutting
back on their spending.’’

Otis said that customers
dining out, at casual restau-
rants and for quick meals, had
declined. Orlando-based Dar-
den Restaurants, which owns
chains like Red Lobster and
Olive Garden and has 22 res-
taurants in South Florida, has
slowly decreased its forecast
since last fall. In September, it

said it expected annual sales
to increase between 6 percent
and 7 percent. This month,
the company said 2007 sales
would be 5 percent over the
year.

MORE THAN A HOME

Others point out that many
Americans during the past
boom identified their houses
as a key part of their net
worth. Now that home prices
are stabilizing, those people
are also feeling that they are
worth less and that they can’t
keep tapping equity out of
their homes.

About 16 percent of income

in Miami-Dade County came
from home equity extraction
during the second and third
quarters last year, according
to Creditforecast.com. In
Broward County, it was just
below 16 percent. That’s
almost double compared to
the rest of the country.

By the fourth quarter, that
had slowed to 14.5 percent in
Miami-Dade and 13.8 percent
in Broward.

Miami in particular is run-
ning a bit behind the slow-
down throughout the state
and the rest of the country,
and it will get worse before it
gets better, Berglund thinks.

‘‘South Florida is kind of
running behind in this whole
housing cycle, thanks to all
the development in Miami,’’
he said. ‘‘Clearly, we’re going
to see a moderation in Miami
going forward.’’
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EQUITY EXTRACTIONS

-5%

0%

5%

10%

15%

20%

South Florida residents extracted significantly more equity from their 
homes than across the state and nation.

Equity extractions as a percentage of income 

SOURCE: CreditForecast.com THE MIAMI HERALD

2000 2000 2000 2000 2000 2000 2000

United States

Florida
Broward

Miami-Dade

EMILY HARRIS/FOR THE MIAMI HERALD

FEWER DINNERS OUT: As people cut back on expenses, Orlando-based Darden
Restaurants – which owns chains like Red Lobster and Olive Garden, above, and has
22 restaurants in South Florida – has slowly decreased its forecast since last fall.

MARICE COHN BAND/MIAMI HERALD STAFF

FEWER SHORT-TERM RENTALS: While overall business demand is strong, Miami-based
Ryder System’s short-term commercial rental contracts will probably be down about
6 percent to 7 percent this year, according to CEO Greg Swienton. Above, Ryder
Technician Wilkinson Raymonville performs maintenance work on a leased vehicle.

Story HF1G_270402 System MIAE        by RCHIANG     Time 13:00:50 Date 3/31/07


	Real Estate Effect1.pdf
	RealEstate2.pdf
	Real Estate Effect3.pdf
	RealEstate4.pdf

