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New inventory is down
-8.6% month-over-month
while the year-over-year
comparison decreased
by -5.6%.

Total inventory has a
month-over-month
increase of +1.9% while
year-over-year reflects
a decrease of -7.4%.
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September UCB listings
percent of total inven-
tory was 15.3% with
September CCBS list-
ings at 2.3% of total
inventory.

Months supply of in-
ventory for August was
2.47 with September at
2.93.
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Sales Price Forecast
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An increase is forecast-
ed in October for aver-
age sales price while no
change is expected in
the median sales price.

Foreclosures pend-
ing month-over-month
showed an increase of
+2.7% while the year-
over-year figure was
down -14.1%.
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Distressed sales ac-
counted for 1.4% of
total sales, up from the
previous month of 1.3%.
Short sales dropped
-35.2% year-over-year.
Lender owned sales
dropped -36.4% year-
over-year.

Days on market were
down -4 days year-over-
year while month-over-
month increased by +1
days.
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nformation

COMMENTARY by Tom Ruff

This month in STAT let’s look back at two prior STAT editions, January 2018 and May 2018. In January we
discussed two divergent theories as to how 2018 might unfold. First, low inventory numbers will lead to higher pric-
es and the higher prices, coupled with rising interest rates, will restrict demand and 2018 will see fewer sales than
2017. Second, millennials, the driving force behind our market, are one year older and their appetites and ability to
purchase will increase. That, coupled with an improving economy, will lead to increased sales in 2018.

| leaned toward the second theory but concurred the first proposition would eventually play out. The question
was not if, but when. Fast forward nine months to the third quarter of 2018. In their third quarter earnings report last
week Stuart Miller, Executive Chairman of Lennar, said, “While national economic data has pointed to higher prices
and rising interest rates causing slower overall sales, the basic underlying fundamentals of the housing industry of
low unemployment, higher wages and low inventory levels remain favorable and are likely to support longer-term
strength in the housing market.” This leaves our market in the unique position of facing headwinds while benefiting
from tailwinds. Go figure.

When we view the September sales volume, we see a 5.9% decline with 7,328 reported closings in 2017 and
6,897 this year. On the surface this looks like a significant drop, but when we place the volume in the perspective of
business days, 20 in 2017 and 19 in 2018, there were 366 sales per business day in 2017 to 368 in 2018. This year
slightly outperformed last year. When we turn to public records data and view total sales volume for the year, we see
a 3.54% increase with 86,857 home sales in 2017 compared to 89,933 sales in 2018. So, what does this mean for
the final quarter of 20187 There are hints that the first proposition above may be playing out. Don’t be surprised if
the numbers for the final quarter are slightly below what they were one year ago.
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http://armls.com/docs/2018-January-STAT.pdf
http://armls.com/docs/2018-May-STAT.pdf

Turning to our May edition of STAT, we discussed how Zillow entered into the iBuying arena. Quoting the
STAT commentary from Captain Obvious, “The most intriguing aspect of the iBuyer’s model to me is not how many
homes they buy, but rather the offers they make that are not accepted. My guess is the number of offers rejected
by homeowners looking to sell is exponentially higher than the number accepted. If this is the case, will the iBuyers
eventually try to “monetize” the prospective sellers that inquire but don’t accept their offer?” We’ve all heard the ads,
“If | can’t sell your home, I'll buy it.” Are the iBuyers taking us to “If we can’t buy your home, we'll sell it?”

On September 25th, Home Partners of America announced that its subsidiary, cataLIST, and Realogy Hold-
ings Corp will offer a Cash Sale program through NRT’s Coldwell Banker branded operations, available in select
markets. Through the cataLIST Program, an owner of a qualifying property who lists with Coldwell Banker will have
the option of receiving a Cash Offer from catalLIST to purchase their home, generally within one business day of
providing the property information. Within five days after receiving the cataLIST Cash Offer, the homeowner has the
choice of accepting the offer or marketing the home for sale through the traditional listing process.

Two days later, on September 27th, Keller Williams announced it has been building and testing a cash offer
program for the last year. The program allows homeowners to flip a property for cash using a computer-generated
offer based on information about the property. The Keller Williams program is still in its infancy and would proceed
through its KW Labs development process before hitting the consumer market. Spokesperson Darryl Frost said the
company has spent the year “learning what consumers really want.” Frost suggested agents would be involved in
transactions. “Through our test market, we have confirmed that consumers want an agent to help walk them through
all their available options.”

We currently have three iBuyers in our market. Last month they accounted for 3.8% of all homes purchased in
Maricopa County. Open Door accounted for 52.4% of the ibuys, Offerpad 28.8% and Zillow 18.8%. Data from Mar-
icopa County public records is presented below.
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https://www.realogy.com/news/2018/09/25/home-partners-of-america-and-realogy-holdings-corp-to-launch-the-catalist-program
https://therealdeal.com/2018/09/27/keller-williams-wades-into-ibuyer-pool/

iBuyer Sales in Maricopa County from Public Records

Year_month | Offerpadbuys Opendoorbuys Zillowbuys Ibuyerbuys Offerpercent Odpercent Zpercent Ibuybuypercent Totalsales
l201501] 3| 0,000 0,001  0.000] 0,000 5432
201502 | 7 7 0.000 0.001]  0.000] 0.001] 6265
201503 22 22 0.000 0.003 0.000 0.003 8758
201504 | 22 2 0,000 0.002]  0.000] 0.002] 9034
201505 | 14 14 0.000 0.002  0.000 0.002 9151
201506 G4 34 0.000 0.003 0.000 0.003 Q58
201507 56 56 0,000 0.00& 0,000 0.005 9158
201508 68 == 0,000 0,003 0.000 0.008| 8123
201500 a9 &9 0.000 0.003 0.000 0.003 8300
201510 63 B3 0.000 0.008 0.000 0.008 7547
201511 4] 53| 57 0.001 0,008 0,000 | 0.009) 5390
201512 3 39| 45 0.001 0.005  0.000] 0.005) 8363
2014601 18 28 =5 0.003 0.005 0.000 0.008 Aa0%4
201602 15 2B 43 0,002 0.004 0.000 0.006 6975
201603 19 77| % 0.002 0.008  0.000 0.010 9824
201604 9 87 96 0.001 0.009 0.000 0.010 Q808
201505 14 121 135 0.001 0.012 0.000 0.013 10028
201606 29| 130 154 0.002 0.013/ 0,000 0.015/ 10366
201607 22| 133 155 0.002 0.015  0.000 0.017] 8861
201508 19 136 155 0.002 0.015 0.000 0.017 9359
201609 27 126 153 0,003 0.014 0.000 0.01%7 8830
2015610 34| 139 173 0.004 0.017 0.000 0.021| 8416
201611 41 167 208 0.005 0.020 0.000 0.025 8299
201512 29 100 129 0.003 0.011 0.000 0.015 8726
201701 20| a3 73 0,003 0.007 0,000 0,010 7319
201702 53 50/ 103 0.007 0.006]  0.000 0.013 7716
201703 44 51 95 0.004 0.005 0.000 0.009 10978
201704 43 Fi- 124 0,005 0.003 0.000 0.012 10103
201705 43 118| 167 0.004 0.010]  0.000 0.015 11357
201706 80 164 294 0.007 0.015 0.000 0.022 11250
201707 55 136 201 0.007 0.015 0.000 0.022 9158
201708 29| 137) 236 0.010 0.014/ 0,000 0,024 9931
201709 93| 141 234 0.010 0.016  0.000 0.026 8965
201710 86 165 251 0.010 0.019 0.000 0.028 8913
201711 78| 218| 296 0,009 0.025]  0.000] 0.034| 8749
201712 63 200 263 0.007 0.023]  0.000 0.030 8852
201801 54 214 268 0.007 0.023 0.000 0.035 7665
201802 59 219 278 0.007 0.026 0.000 0.033 8487
201303 6l 237) 298 0,005 0,021/ 0,000 | 0.026| 11411
201804 64 258, s1 0.006 0.024]  0.000] 0.030 10772
201805 98 253 3 354 0.008 0.021 0.000 0.030 11775
201806 B85 281] 16 383 0,008 0,025/ 0,001 0.035/ 11035
201807 75 275 27| 377 0,007 0.027,  0.003 0.037 10158
201508 94 260 43 397 0.005 0.026 0.004 0.040 10020
201809 a5 173 652 330 0,011 0.020 0,007 0.038 8610
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The two latest entries into the iBuyer arena are not immediately headed to Phoenix. Disruption in our indus-
try has been an everyday topic for decades. | find it interesting that the most “talked about innovation” is an ex-
tension of the fix and flip model, and that rather than charging the consumer lower fees, the focus is on providing
more convenience with higher fees.

Pending Price Index

Last month in STAT, the mathematical model projected a median sales price for August of $257,500 while
our “gut feeling” model projected $260,000. Our gut considered the first 8 months of 2018 where our mathemat-
ical model had been underestimating the actual median sales price. The September median sales price followed
our yearly pattern, confirming our instincts at $260,000. With one less business day this year compared to last, we
expected 2018 sales volume to be lower than 2017, and it was. ARMLS saw 6,897 sales this year compared to
7,328 last year. We had 5% fewer business days this year with September 2018 sales volume about 5.9% lower
than last year.

Looking ahead to October, the ARMLS Pending Price Index anticipates the median sales price will hold
steady, with a projected median sales price of $260,000. It's quite common for the median sales price to peak in
June and then “wobble” through the end of the year. With a $268,000 median reported in June, don’t be surprised
if the median drifts between $260,000 and $265,000 through the end of 2018 with December approximating or
falling just below the high-water mark in June.

Sales volume for the first nine months of 2018 was 1.68% higher than 2017, with 73,690 sales in 2018
compared to 72,475 in 2017. We begin October with 5,034 pending contracts, 3,083 UCB listings and 474 CCBS
giving us a total of 8,591 residential listings practically under contract. This compares to 9,683 of the same type of
listings one year ago. There were 22 business days in October of 2017 compared to 23 this year. ARMLS report-
ed 7,268 sales in October of 2017. | expect sales volume to be slightly higher this year, I'm guessing 7,400.
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