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New inventory is up
+78.0% month-over-
month while the year-
over-year comparison
increased by +3.7%.

Total inventory has a
month-over-month
increase of +10.7%
while year-over-year
reflects an increase
of +5.7%.
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January UCB listings
percent of total inven-
tory was 15.0% with
January CCBS listings
at 2.1% of total inven-
toy.

Months supply of in-
ventory for December
was 3.23 with January at
4.28.
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Average new list prices
are up +5.6% year-over-
year. The year-over-year
median is up +5.5%.

The average sales price
is up +3.4% year-over-
year while the year-over-
year median sales price
is also up +7.0%.

ARMLS STAT JANUARY 2019



Sales Price Forecast

$350 $326.1 53;“-7
N *
5300 —— e ———
——— 2c2a $330.7
$250 e O
- o $264.0
$150
$100 e fpETAEE Sales Price | 2017-18
s50 - Average Sales Price | 2018-19
O  EST Avg Price | 2019
0 . T T T T T T T T T T i T ! Median Sales Price | 2017-18
Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec Jan Feb Median Sales Price | 2018-19
Predictive accuracy decreases with time. ©  EST Med Price | 2019

ARMLS proprietary predictive model forecast, 0 day DOM sales removed

A slight increase is fore-
casted in February for
both average and medi-
an sales prices.
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Distressed sales ac-
counted for 1.0% of total
sales, down from the
previous month of 1.3%.
Short sales dropped
-66.1% year-over-year.
Lender owned sales
dropped -64.4% year-
over-year.

Days on market were
down -5 days year-over-
year while month-over-
month increased by +4
days.
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nformation

COMMENTARY by Tom Ruff

January numbers are in the book and we’re off to a roaring mediocre start. If we put it in terms of teams in the
NFL, January would be the Tennessee Titans. Not good, not bad, just slightly above average. Of the 19 years
ARMLS has been reporting sales data, this January ranked third in terms of sales volume. Year-over-year sales
were down 11.9%, new listing we’re up 3.7% and total inventory numbers rose 5.7%.
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The decline in year-over-year sales volume began in October as interest rates rose. Adding angst to the
problem, employees saw their 401(k)s shrink as the Dow Jones Industrial and the S&P 500 indexes fell 18.8% and
19.6% respectively between the first of October and Christmas Eve. Attempting to soothe nerves, the federal gov-
ernment shutdown from December 22 thru January 25. Happy Holidays everyone!

We start our selling season with far less optimism than last year, although the current news has been much
better. On Valentine’s Day Freddie Mac reported the following:

"Fixed-Rate Mortgages Reach 12-Month Low"

“The combination of cooling inflation and slower global economic growth led mortgage rates to drift down to
the lowest levels in a year. While housing activity has clearly softened over the last nine months and the lin-
gering effects of higher rates from last year are still being felt, lower mortgage rates and a strong job market
should rekindle demand for the spring homebuying season.”

Primary Mortgage Market Survey®

U.S. weekly averages as of 02/14/2019

~

D

30-Yr FRM | 5-Yr FRM 5/1-Yr ARM
4.37% oo 3.81% oo 3.88% oo
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This leaves current interest rates at almost the exact same place as 2018 as we enter the homebuying
season. Last February, Freddie Mac reported a 30-year FRM of 4.33%. The most recent peak was reported in
November at 4.87%. As for the stock market, the Dow Jones Index and S&P 500 index have regained the largest
percentage of their losses, now only 5.1% and 6.1% below their October highs. As we always state, March is
usually the bellwether month for home sales. We'll have a better idea of what to expect for the year in early April.

Should | wait until the housing market crashes before buying?

In just the last two weeks, I've heard this from two different agents, both frustrated and perturbed by this
comment. The question is obviously being tossed around. In a recent MarketWatch article entitled, “Want to buy a
home? You might want to wait,” the author’s conclusion appeared in the opening statement, “Home buyers who
exercise patience over the next couple of years may be handsomely rewarded.” This conclusion was drawn from a
Zillow and research firm Pulsenomics study where, “In a survey of 100 real-estate economists and experts a 43%
plurality said they believe the U.S. housing market will become a buyer’s market in 2020.”

This is the type of insanity that comes from an “informed” consumer. Real estate investing is not for ama-
teurs and the average homebuyer should not be trying to “time the market’. Not even a professional investor tries
to do that. They buy the value. Regardless, the true purpose of a home is shelter, a place to live, a place to share
with friends, a place to raise a family. History shows a home purchase is the largest and best investment most in-
dividuals make in their lives. Equity gains are the icing on the cake for owning a home. The questions prospective
buyers should really be asking are: Do | like/love the house? Does it meet my/our needs? Can | see me/us living
in the house for several years? And finally, and most importantly, can I/we afford it?
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Current Health of our Market

In a previous life | made home loans. Maybe that’'s why when | look at the overall health of our market, | al-
ways look at what’s going on in the mortgage market first, from underwriting to delinquency rates to foreclosures.
We've had strong underwriting principles for many years now. You might hear of loan requirements softening but
that simply means an average FICO score moving from 730 to 726 and a debt-to-income ratio moving a percentage
point or two. The greatest type of loans being made are conventional, which require a 20% down payment. Delin-
quency rates have declined year-over-year across the board, with 30, 60, and 90-day delinquencies all improving.
Put in an historical perspective, they’'re great. CorelLogic’s chief economist, Dr. Frank Norhaft said, “Solid income
growth, a record amount of home equity and an absence of high-risk loan products put the U.S. homeowner on solid
ground. All of this has helped push delinquency and foreclosure rates to the lowest levels in almost two decades
and will provide a cushion if the housing market should turn down.”

Foreclosures are the tricky metric to interpret, as an extremely low foreclosure rate can signal an extremely
unhealthy market. To see this, we need to look no further back than 2006 when foreclosures were at a historical low.
Rapid appreciation can cover up a bad loan for a while, but not forever. As Warren Buffett would say, “You only see
who’s swimming naked when the tide goes out.”

We had 300,000 bad loans that ended in either a short sale or foreclosure that were made while the bubble
was forming. Today, the number of properties in foreclosure and the number properties being foreclosed are ex-
tremely low. While the appreciation we've seen the past five plus years is part of the reason, the real reason centers
on the strong underwriting environment in which these loans were written.

Our persistently low inventory numbers have led to an appreciation rate greater than the rise in wages. This
leads me to my biggest concern in our market affordability.
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I'd like to see appreciation rates in line with inflation, but hey, we're Phoenix. And as the spreadsheet below
shows, | don'’t think we really know what “normal’ appreciation really means.

Median Resale Price Via TIM Public Records Data

12

All Resale Median
Date |Resale Count Low Qtr Low Qtr Middle — High Qtr i
Prev YearA Prev YearA Prev YearA
199901 4,255 $ 82,000 0.00% $ 110,900 0.00% $ 156,000 0.00%
200001 4,112 $ 85,000 3.66% $ 117,000 5.50% $ 163,500 4.81%
200101 4,291 $ 93,000 9.41%  $ 124,500 6.41%  $ 170,000 3.98%
200201 4,965 $ 100,750 8.33% $ 132,000 6.02%  $ 183,000 7.65%
200301 5540 $ 110,000 9.18%  $ 142,000 7.58%  $ 202,450 10.63%
200401 5,807 $ 116,500 5.91%  $ 150,000 5.63% $ 215,000 6.20%
200501 8,071 $ 139,000 19.31% $ 185,000 23.33%” $ 270,000 25.58%
200601 6,945 $ 185,000 33.09%  $ 247,000 33.51% $ 345,000 27.78%
200701 5,346 $ 197,000 6.49%  $ 245,950 -0.43% $ 358,500 3.91%
200801 3,046 $ 169,950 -13.73% $ 225,000 -8.52% $ 338,000 -5.72%
200901 4,238 $ 78,000 -54.10%  $ 135,000 -40.00%~ $ 216,000 -36.09%
201001 5152 $ 79,250 1.60%  $ 127,000 5.93% $ 206,950 -4.19%
201101 5846 $ 66,700 -15.84%~ $ 115,000 -9.45%” $ 189,900 -8.24%
201201 5926 $ 72,920 9.33%  $ 121,500 5.65% $ 192,000 1.11%
201301 5715 $ 104,900 43.86%  $ 156,900 29.14%” $ 250,000 30.21%
201401 4,962 $ 127,000 21.07% $ 182,000 16.00%~ $ 279,900 11.96%
201501 4,813 $ 133,000 4.72%  $ 194,000 6.59% $ 295,000 5.39%
201601 5405 $ 153,000 15.04%~ $ 212,000 9.28%  $ 302,500 2.54%
201701 6,362 $ 164,900 7.78%  $ 223,000 5.19%  $ 312,000 3.14%
201801 6,602 $ 181,000 9.76% $ 240,000 7.62%  $ 332,375 6.53%
201901 5954 $ 200,000 10.50%~ $ 258,900 7.88%  $ 352,750 6.13%
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The Cromford Report was generous enough to provide us with two charts on affordability. The first chart
shows the average monthly sales price per square foot over time, as well as the inflation rate over this same peri-
od. We would like to see home appreciation in line with inflation. The second chart is based on data from the Na-
tional Association of Home Builders. The Housing Opportunity Index (HOI), defines the share of homes sold in our
area that would have been affordable to a family earning the local median income, based on standard mortgage
underwriting criteria. Both charts show the same thing, we are teetering on the outer edge of affordability.

THE CROMFORD REPORT Affordability

Daily Real Estate Market Insight

Monthly Average Sales Price per Square Foot
Greater Phoenix - ARMLS Residential Resale - Measured Monthly
Last Update: 1/30/2019 8:53:04 AM

© 2019 Cromford Associates LLC - sharing is permitted for Cromford Report subscribers only
Would need to rise
another 13% to match
the peak of 2006 $167561
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AFFORDABILITY

Phoenix Metropolitan Area - Home Opportunity Index (HOI)
Measuring Affordability | 1991 - 2018 | Updated through Q3 2018
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In January, Kiplinger published a report on the median price of a home in the top 100 U.S. metro areas. It
also created an affordability index on a scale of 1 to 10. Their affordability index shows the relative affordability
of cities (on a scale of 1 to 10, 1 being the most affordable and 10 being the least affordable). It's based on the
percentage of annual income required to buy a median-priced home in each metro area in late 2018. Kiplinger
showed Phoenix as having the 26th highest median sales price in the country and rated our affordability as a 7.
Assuming 4 to 6 is normal, again, we’re just above the normal range.

As a point of interest, | went back and looked at the out-of-state buyers in Maricopa County and where they
came from as stated on the recorded affidavit of value. | removed investors, companies and corporate buyers and
only looked at individuals (ex: single male, single female etc). | then combined our report with the Kiplinger data.
This information is displayed in the table below. For example, San Diego was the city with the largest number of
out-of-state homebuyers in our market. The median price home in San Diego was listed as $545,000, which was
the sixth highest price median in the country, which carries an affordability index of 10. Chicago and Minneapolis
were the only two cities represented in our top 10 with a lower affordability index. Minneapolis is a cold weather
city and Chicago is well, Chicago, and cold. | would like to see our home appreciation moderate and the charts fall
back into the affordably range, but clearly, our market is attractive to our higher priced, less affordable neighbors.
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U.S. City / Median Sales Price Ranking / Affordability Score

.)  San Diego $545,000 / 6th/ 10

.) San Jose $1,100,000/ 1st/ 10
.)  Seattle $430,000/ 8th /9

.) Denver $383,000/ 11th /9

.)  Chicago $215,000 / 41st/ 4

.) Las Vegas $266,000 / 21st/ 8

.)  Minneapolis $252,000 / 27th / 5
.)  Portland $370,000 / 14th /9

.) Littleton $442,200/7th / 9

0.) Los Angeles $634,000/3rd / 10

1
2
3
4
5
6
7
8
9

1

Closing Thoughts

Finally, I'd like to share comments from a recent newsletter written by Brian Boero, a cutting-edge real es-
tate technology consultant and author at 1000watt. Brian’s lineage includes time with Inman News, and for those
of you not familiar with Inman news, they pride themselves in promoting the “disrupters” in the real estate indus-
try. For as long as | can remember, we’ve heard “the next big idea” that's going to disrupt the way real estate is
bought and sold. Here are Brian’s predictions for 2019:

“l am reasonably confident that these things will happen this year:

Over 1 million Realtors will sell over 5 million homes.

The vast majority of these transactions will be done the “old-fashioned” way: commissions, co-brokerage,
MLS.
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http://1000watt.net/friday-flash-seatbelt-sign-is-on/

The result will be tens of billions of dollars in fees for the real estate industry.
The competition, chaos, fear-mongering, self-diminishing pettiness and endless hand-wringing (no small
amount of that last one done here) will intensify, but the outcomes that matter most won’t change much

Why do | think this?

Well, first off, all the data, money and bravado in the world aren’t going to decouple millions of interperson-
al relationships between Realtors and their clients overnight. These are social-emotional bonds that aren’t
easily broken with clever advertising and an app.

Second, we Americans have a peculiar relationship with property. Our homes are us, or who we want to be,
and we don'’t take buying or selling them lightly.

These two things, in combination, have armored the real estate industry. One alone wouldn’t be enough.
Many of us had personal relationships with our stockbrokers, but that hundred shares of Coca-Cola wasn't
an asset that defined us. We now trade online.

We did not have personal relationships with our taxi drivers. They didn’t send us birthday cards, or come to
our block parties. When something better came along we abandoned them without compunction, en masse.

Real estate agents reside in our world - our neighborhoods, our families, our social circles — in a way, and
in numbers, that few service providers are.

So change is slow. Much slower than the funding announcements and hype glazed over our “industry” vi-
sion make it appear.”

With that, get back to work, it's your busy season.
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The Pending Price Index

Last month in STAT, the mathematical model projected a median sales price for January of $263,000. The
January median was $262,100. Looking ahead to February, the ARMLS Pending Price Index anticipates the medi-
an sales price will increase slightly, projecting a median sales price of $264,000. Last month STAT projected 5,450
sales with actual sales reported 5,357.

We begin February with 5,334 pending contracts; 3,439 UCB listings and 474 CCBS giving us a total of
9,247 residential listings practically under contract. This compares to 10,696 of the same type of listings one year
ago. The 2019 practically pending contracts are 13.5% lower than last year. There were 19 business days in
February of 2018 as well as this year. ARMLS reported 6,911 sales in February of 2018, sales volume will be
lower this year, I'm guessing 6,150.
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