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Text
Hello!  Welcome to our FHFA House Price Index (or HPI) video on “Adjusting a house value with a MSA HPI”.  This tutorial shows ways to adjust a house value forward and backward in time.  The first way is to use our online calculator to move the value forward and the second way is to do a little programming with our raw data so you can move it either forward or backward.  For both examples, imagine you have a house with a value of $200,000 in the 4th quarter of 2011.
Let’s begin with the online calculator. Navigate a web browser to the FHFA website at www.fhfa.gov.  When you are there, click on the “House Price Index” tab, and then select the “HPI Calculator” in the drop-down menu or go over to the left-hand side of the page and click on the “HPI Calculator” link.  The first row allows you to select either the state or the MSA where the house is located.  Click the “MSA/MSAD” radio button and then, with the drop-down menu, scroll down and select “Washington-Arlington-Alexandria, DC-VA-MD-WV (MSAD)” in the menu.  The calculator will only adjust a value forward in time and will return an error if you try to adjust a value backwards, which means you cannot set the Purchase Quarter to a time after the Valuation Quarter.  Recall that, later in this video, using the raw data will allow us to adjust a value backward.
To adjust a house value forward in time with the HPI calculator, pretend it was purchased originally in 2011Q4 and you want to know its value in 2012Q3.  Select “2011 Quarter 4” for the Purchase Quarter and “2012 Quarter 3” for the Valuation Quarter.  Enter “200,000” for the Purchase Price then click “Calculate”.  You should see that the estimated house value is around $213,840 in 2012Q3 if the house adjusted at the same average rate as the HPI for Washington, D.C.  This number may change slightly as we update the index at later dates.
Now consider the second way to adjust a house value.  The same forward adjustment can be done with the raw data.  To download the raw data, click on “Downloadable Data” link and find the appropriate purchase-only HPI file.  In this case, click the link for the “25 Largest Metropolitan Statistical Areas through 2012Q3 (Seasonally Adjusted and Unadjusted) [XLS]” under the “Purchase Only Indexes” heading.  Note that the name “2012Q3” will change as we update with data from newer quarters.
Open the file in Excel or a similar spreadsheet program.  Like in the prior example, we are concerned with two points in time: 2011Q4 and 2012Q3.  Find the non-seasonally or unadjusted index values (under the “index_nsa” in the 4th column) for those particular periods for “Washington-Arlington-Alexandria, DC-VA-MD-WV (MSAD)”.  The numbers should be close to 229.91 for 2011Q4 and 245.82 for 2012Q3.  Perform an adjustment forward in time.  Divide the latter index value by the earlier index value and multiply the quotient by the house purchase value from the earlier period.  In other words, divide 245.82 by 229.91 and multiply by $200,000 to determine the estimated house value would have appreciated to $213,840.  This is the same number that should have been produced by the HPI Calculator.  
The house value can also be adjusted backwards in time.  Use the same numbers as before but adjust the $213,840 backwards.  If you get something very different from $200,000 then there is a goof with the math.  To go backwards, divide the 2011Q4 index value by the 2012Q3 index value and multiply by the 2012Q3 price.  For example, 229.91 divided by 245.82 and then multiplied by $213,840 will produce a rounded estimated value of $200,000 in 2011Q4.  
This video has shown you ways to move a house price value forward and backward in time using the HPI Calculator and the raw quarterly data.  Keep in mind that these exercises are projections as if a house’s value appreciated at the average appreciation rate of all homes in the area.  Consult a qualified real estate appraiser in your area to obtain a professional estimate of the current value of your home.  If you would like to adjust a median or mean house price instead of a particular house value like $200,000, you can obtain these statistics from sources like the Census Bureau or the National Association of Realtors and follow the same procedures we have outlined in this video.  
We hope this video has been helpful and we thank you for watching.
