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Palm Beach County homes are selling for a hefty discount below the national average, a price correction that
marks a sharp reversal from the boom-time premium commanded by properties here.

It's a trend that has housing experts predicting Palm Beach County prices could bounce back - but only after the
area's flood of foreclosures and short sales recedes.

"I would say that, yes, we have overcorrected," said Jack McCabe, a housing analyst in Deerfield Beach. "When
the market does recover, there's going to be a lot of room for appreciation."

During the 1990s and early 2000s, Palm Beach County home prices hovered about 10 percent below the national
average, according to a Palm Beach Post analysis of data collected by the National Association of Home Builders.

In 2005, Palm Beach County prices spiked, reaching a premium of as much as 19 percent over the national
average.

During the crash, Palm Beach County homes have sold for much less than the national average. The gap has been
more than 20 percent since late 2010.

During the fourth quarter of 2011, the median price of new and existing houses and condos sold in Palm Beach
County was $129,000, 24 percent below the national median of $170,000.

Palm Beach County became a poster child for boom-and-bust markets. Prices soared, developers overbuilt and
mortgage fraud was rampant.

"The bigger the boom, the bigger the bust," said Ken H. Johnson, a real estate economist at Florida International
University. "That's what it amounts to."

Palm Beach County prices won't narrow the gap with national prices for at least two years, McCabe predicted,
because of the area's glut of distressed properties. Lenders filed 1,198 new foreclosures in February, up 58.5
percent from February 2011, according to the Palm Beach County Clerk and Comptroller's office.

All those foreclosures act as a "wet blanket" on prices, said John Tuccillo, chief economist for the Florida Realtors.

"Because of the distressed properties, the overcorrection will not be corrected as quickly as it happened," Tuccillo
said. "You'll see a gradual return to that trend line, but it's going to take a while to happen."

Foreclosures aren't the only drag on home prices. Many Americans feel so burned by the housing bust that they'd
rather rent than buy.

FIU's Johnson sees another challenge: High windstorm insurance premiums don't show up on home price charts
but cut into how much buyers can pay for Florida properties. The average windstorm premium collected by Citizens
Property Insurance Corp. on homes in Palm Beach County is more than $2,400.

Even so, Johnson predicts Palm Beach County prices will slowly recover.

"I think the ship has turned, and we're going to see prices come back," Johnson said.
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