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New inventory is down
-12.3% month-over-
month while the year-
over-year comparison
decreased by -2.9%.

Total inventory has a
month-over-month
increase of +1.6% while
year-over-year reflects
an increase of +6.9%.
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February UCB listings
percent of total inven-
tory was 17.0% with
February CCBS listings
at 2.5% of total inven-
toy.

Months supply of in-
ventory for January was
4.28 with February at
3.63.
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Average new list prices
are up +2.7% year-over-
year. The year-over-year
median is up +4.3%.

The average sales price
is up +6.1% year-over-
year while the year-over-
year median sales price
is also up +4.6%.
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Distressed Residential Properties
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Snapshot of public records data on 2/28/2019 active residential notices and residential REO properties.
Note: this graph was adjusted as total foreclosure counts were under reported for the last 4 months.

An increase is forecast-
ed in March for both av-
erage and median sales
prices.

Foreclosures pend-
ing month-over-month
showed a decrease of
-2.3% while the year-
over-year figure was
down -12.7%.
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Distressed sales ac-
counted for 1.3% of
total sales, up from the
previous month of 1.0%.
Short sales dropped
-62.0% year-over-year.
Lender owned sales
dropped -38.0% year-
over-year.

Days on market were
down -3 days year-over-
year while month-over-
month increased by +1
day.
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nformation

COMMENTARY by Tom Ruff

Our Current Market as an Elevator Pitch

Total home sales for the first two months of 2019 were 9.4% below the pace of 2018. With March, our
home-closing season takes off and in just a few weeks we’ll see our first significant numbers for 2019. The median
sales price will continue to rise, most likely through June. Peak prices will once again become conversational as our
previous peak is matched then surpassed. With fewer properties under contract and one less business day, there
will be fewer homes sold this March compared to last.

Lack of Supply

Last month in STAT we discussed rising prices and affordability in our market place. This week I'd like to briefly
chat about the main reason home prices continue their ascent: persistent under-supply. The 14th-century Francis-
can friar and logician William of Occam wrote, “Pluralitas non est ponenda sine neccesitate.” Known as Occam’s
Razor, this phrase translates to “entities should not be multiplied unnecessarily.” Today we know it as “the simplest
explanation is often the best.” Freddie Mac reported its own Occom’s Razor on the housing shortage.

“The United States is not building enough housing to meet demand. The current annual rate of construction

is about 370,000 units below the level required by long-term housing demand. And after years of low levels of
building, a significant shortfall has developed, with between 0.9 and 4.0 million too few housing units to accom-
modate long-term housing demand.

In our latest Forecast, we forecast housing construction to pick up gradually. However, it will still be a year or
more before the level of building matches incremental annual long-term housing demand. To bridge the shortfall
of total units, the U.S. housing market may need to supply more than 1.6 million units per yeatr.

Until construction ramps up, housing costs will likely continue rising above income, constricting household for-
mation and preventing homeownership for millions of potential households.”
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http://www.freddiemac.com/research/insight/20181205_major_challenge_to_u.s._housing_supply.page

The largest percentage of income for our subscribers centers around the resale of homes. The sale of newly
built homes accounted for roughly 15% of all home sales in Maricopa county in 2018, with 1 in 4 of these sales hav-
ing been listed on the MLS. While new construction may not have a lot to do with your current income, it will influ-
ence your future income. The chart below shows the supply of new housing in the U.S. As the chart shows, for the
last decade we have been building fewer new homes than at anytime in our history, going back to 1968.

New Home Supply Via U.S. Census Bureau and Department of Housing and Urban Development

Exhibit 1

Supply of new U.S. housing (1968-2017)
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About this time each year we purchase an annual file from the Maricopa County Assessor’s office. This file is
the basis of the property characteristics you see in Monsoon. One of these characteristics is year built. The graphic
below summarizes this characteristic for all single-family residences and condos. Simply put, this is the total in-
ventory of all homes in Maricopa County displayed by the year they were built.

Available Homes by Year built via Assessor’s Office Data
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Since the housing crisis, people have been living in their homes longer. I've seen reports of 10 to 12 years
today compared to 6 to 7 prior to the collapse. We hope to research this specific question for Maricopa County
soon, but for today, we’ll have to rely on others. With people living in their homes for longer periods of time and
with lower new construction numbers, the number of homes for sale remains low. Before we leave this topic, let’s
view one more chart. The chart below shows the total number of resale homes sold in Maricopa County in 2018
by the year the assessor tells us they were built. We removed all new builds to provide the apple to apples com-
parison. I'll let you draw your own conclusions. My conclusion is the obvious, the number of homes sold in any
given year is directly proportional to the total number of homes in existence.

Homes for Sale by Year Built
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Renter Nation

It wouldn’t be STAT if | didn’t have a series of national reports which drew my ire, so here we go.

According to the U.S. Bureau of Census, the homeownership rate in the United States peaked in the fourth
quarter of 2004 at 69.2%. The homeownership rate hovered above 69% through 2006, when it dropped dramatically
for the next decade. Somewhere along this path the term “Renter Nation” emerged. At its origin, trend lines sup-
ported this term, and the idea gain momentum as prognosticators jumped on board. The problem is that real estate
is cyclical, and prognosticators often can’t see the inflection points, especially when they’re just around the corner.
Now the idea of a “renter nation” has a purpose, it's become a brand and it sells a product. Even though the trend
lines have changed, the cliché lives on. “The rise of renter nation and why it’s here to stay”, “Another sign we’ve
become a renter nation”, and “Phoenix sees 2nd-largest growth in renters over 60 in the nation.” These aren’t old
headlines, they're recent, and | suspect we'll see more as 2019 progresses.

We discussed this topic in the October 2016 version of STAT when we quoted Ivy Zelman, “Government data
suggests housing is not good, government data is wrong (it’s slow) and data that suggests homeownership rates will
continue to decline is absolutely wrong.” We added our own observation in February of 2017, “In the second quarter
of 2016 the Census Bureau reported a national ownership rate of 62.9%, a 51-year low. The Census Bureau also
reported that the fourth quarter rate inched up two basis points to 63.7. | believe as rents continue to rise people are
beginning to realize that home ownership is a better choice and the national homeownership rate will quite possibly
rise in 2017.”

Just last week, nearly 28 months after STAT quoted Zelman, the Washington Post published an article that
said, “A funny thing happened on the way to the United States becoming a nation of renters: people started buying
homes again. It turns out Americans weren’t ready to become a nation of renters. Homeownership is back in.”
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https://www.washingtonpost.com/us-policy/2019/03/08/it-turns-out-americans-werent-ready-become-nation-renters-homeownership-is-back/?noredirect=on&utm_term=.4da37cd4ac0b

New data indicates that in 2016, in defiance of myriad prognostications, the decade-long decline in the

homeownership rate abruptly reversed. Once-rapid growth in renter households stalled, and the long-stagnant

number of owner-led households began rising.

Homeownership Rate via FREDs Economic Data

FREDs Economic Data

Categories > Production & Business Activity > Housing
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https://www.census.gov/housing/hvs/data/histtabs.html
https://www.urban.org/urban-wire/lower-homeownership-rate-new-normal
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“When there’s very low unemployment, when there’s been slow but steady wage growth, that tends to make
households confident in their ability to make what will probably be their largest investment of their life,” said Ralph
McLaughlin on his CoreLogic insights blog post.

The term Renter Nation is catchy and will live on, you need look no further than the comment section of the
Post’s article. | spoke earlier of this term becoming a market brand, | am in no way disparaging people in the
rental market or renters, as homeownership is not for everyone. I'm simply a strong advocate for homeownership.

The Pending Price Index

The January 2019 edition of STAT projected a median sales price of $264,000 for February. The February
median was $264,000. Looking ahead to March, the ARMLS Pending Price Index anticipates the median sales
price will in-crease slightly to a median sales price of $267,500.

We begin March with 6,303 pending contracts; 3,951 UCB listings and 589 CCBS giving us a total of 10,843
residential listings practically under contract. This compares to 12,161 of the same type of listings one year ago.
The “pending” contracts in 2019 are 10.8% lower than this time last year. There were 22 business days in March
of 2018 and only 21 this year. ARMLS reported 9,402 sales in March of 2018. Sales volume will be lower this year,
I’'m guessing 8,179.
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https://www.corelogic.com/blog/2019/02/younger-households-support-homeownership-growth-for-eight-consecutive-quarters.aspx



