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A "For Sale™ sign is planted on John
Wesley English’s front lawn.

But this ' may be no ordinary sign.
This sign just could be the voice of the a
prophet crying in the wilderness of the
money-mad house market. Putting up is
the sign is part a plan by English, a
former real estate investment adviser,
to get a bundle out of the real estate
boom and run:befare what he calls “‘the
coming real-estate crash.”

Here's his basic theory. Real estate
climbs steadily in cyles that last nearly
30 years, Then, .when its fine perfor-
mance makes its seem invulerable to
loss, it takes on a magic quality. Ama-
teur buyers, running fast on gut reac-
tion, speculate. They buy almost any-
thing at any price like true believers at a
Stones concert. Prices. go wild. They
cannot rationally be maintained. The
bubble bursts and prices crash.

That neat theory is why English is
taking his profits: And in the next three
to five years, English will stash that
cash in'a variety of investments (none in
real estate). Then he will buy a much
finer house — maybe with pool and ten-
nis courts — for less than the $130,000 he
is asking for his three-bedroom, two-
bath, basement-less house. Meanwhile,
he will pay 500 a month rent — the go-
ing California rate — for a moreluxuri-
ous $180,000 house.

Of course, all this is possible only if
his prediction is right. Only if house and
condominium real estate quakes.

The St. Louis-born lawyer, University

of Illinois and Merrill Lynch alumnus is -

now a financial adviser at the Walnut
Creek office (suburban San Francisco)
of the 122.year-old New York firm of
Shearson, Hayden, Stone.

“All over the country every one is
talking about real estate,” he said. “No
one seems to think prices could even off,
and they never seem to think houses and
condominiums might go doowwwn in
value. They are not so unrealistic about
other investrnents,” he said. The only
possible recent phenomenon in his life-
time with which he can compare this
aftitude is the gut-investing in the *60s in
glamour 'stocks. But even that was noth-
ing like this, English said..

“It has all the signs of a boom before
a crash,” he said. “‘History really does
repeat itself. The events may be a little
different but the effect is always the
same. It's people who cause booms and
crashes. Human nature does not change.
Afraid that is'a old psychology major
talking."”

Amateur investors are running up
mortgages on “gut feelings,” total faith
that. the market will- climb, and that
scares him and other firancial advisers,
he said. S0 many investors are financial
neophytes who give more attention to
which brand of vacuum cleaner they buy
than the way they buy real estate, he
said. Banks are eager to lend. English
knows one man who got his 35,000 house
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(Reat Estate Investment Trusts) apart-
ment busts of the early "70s. “That mess
didn’t receive that much publicity, even
hy real-estate people, because the peo-
ple who lost money could afford to write
it off. And they invested in modern
apartments; it was not the average man
losing value on his high-priced house.”
This boom involves a checkout clerk
at his supermarket, a woman of modest
means who now has mortgages on seven
houses. Banks required only one down
payment, the one on her first house, she
says. For additional houses, she has refi-

" nanced the previous house to build her

personal Marvin Gardens or Boardwalk.
English is concerned about what a crash
could do to this clerk and millions like
her.

If his grocery clerk reminds you of a

. character out of a movie about the 1929
‘stock market crash, you are not alone,

Her story flashed back the same images
for him,

But he does not stop there. She is just
like the earnest investors who went
bankrupt after the 1926 Florida real
estate panic that affected -speculation
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books they found, not one developed
negative theories about real estate,
English said. Most how-toe-buy books
stressed that real estate always goes up
and even outpaces inflation.

But their research points to a history
of 30-year real-estate growth cycles
producing such positive faith that the
man on.the street blindly jumps in, cre-
ating a boom.

Most last about three years, English
said research shows. The helief in in-
stant gold lures persons on tight budgets
to mortgage all to make money fast,
Then come the wild price hikes, and
record-setting buying hovers and crash-
es. Afterward, according to their re-
search, the market groans and aches for
years. Cynics refuse to think of housing
as more {han a conswmer item.

“When my father bought his farm in
Bloomington (after World War 1) the
price was still low because of the '20s
Florida crash," English said, He gener-
ally discounted -the effects that the De-
pression and the farmhand shortage of
World War IT might have had on proper-
ty walue.
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ing with savings accounts for emergen-
cies, life insurance or saving for their
chitdren’s college education. Everything
goes into the house or into more than one
house, The golden house will pay all.

Unlike the Chicago boom limited to
the Midwest, extending only as far west
at 5t. Louis, or the Florida boom limited
to that state, this boom is mational. Al-
though prices may be more unrealistic
in Hollywood, Washington and New
York, the inflated values exist in every
major metropolitan area, English be-
lieves. Only-small towns where the boom
has not hit are safe from a crash, he
said. Much investment is out-of-town
money. For example, some of his for-
mer clients who decided the price of
residential real estate was too expensive
for them in California took their money
(down payment money only, of course)
to Dallas, he said. :

English and his fellow researcher, an
engineering graduate of the University
of Wisconsin, tried to explain their theo-
ry to clients whom they believe are get-
ting too deep into the real-estate market.
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