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NEW INVENTORY
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ACTIVES / UCB
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NEW LIST PRICES
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THE ARMLS PENDING PRICE INDEX™
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DISTRESSED SALES
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COMMENTARY

by Tom Ruff of The Information Market

There are two numbers from October indicating the direction our current housing market is trending,
yearly sales volume and month-over-month-inventory levels. Sales in October declined 13.9% year-
over-year and total inventory increased 11.9% month-over-month - a striking shift between supply and
demand.

We are presently in what can best be defined as a balanced market, but with supply increasing and de-
mand rapidly falling, we are quickly moving into a buyer’s market. This will most likely come as a sur-
prise to most sellers, when as early as last July sellers enjoyed multiple offers as demand outpaced sup-
ply. In July we had 2.44 months of inventory, in October this number rose to 4.33. Since July we’ve
seen a 31% increase in listing inventory. This is good news for buyers and their agents putting them in a
much stronger bargaining position with more choices and less competition.

The current shift in the market has not dampened seller’s expectations at the moment as both the av-
erage and median list prices increased 3.9% month-over-month. The median priced home has re-
mained virtually flat the last four months, median sales prices in July and October were identical,
$185,000. The average price per square-foot paid is still moving up as the average priced home in Octo-
ber increased 2.2% over the previous month. The decline in month-over-month sales volume was ex-
pected, as sales nearly always decline in October. Sales volume this year fell 13.9% with 6,041 sales
compared to 7,020 in October 2012. Slotting the sales volume in October within the last 10 years of
October sales data, volume this year was higher than 2006, 2007 and 2008. Simply translated, on a
scale of 1 to 10 this puts October 2013 at a 4 for sales volume.

Looking ahead to November, the Pending Price Index predicts both the median sales price to remain
flat with the average price increasing modestly. On October 1, there were 6,581 pending sales con-
tracts and on November 1 pending contracts declined 8% to 6,057. As the holiday season begins, the
combination of fewer properties under contract and fewer business days in November means sales
volume will fall again next month.

I'd like to reiterate what | said last month - as we move to a buyer’s market with fewer investors, the
traditional owner-occupant needs to play a more vital role. The challenge going forward will be transi-
tioning our large pool of renters into homeowners.

There was an interesting blog post last week which sparked a discussion among Arizona real estate
agents on Facebook, leading me to cry personal foul!

http://www.washingtonpost.com/blogs/wonkblog/wp/2013/10/29/heres-zillows-strategy-for-
dominating-online-real-estate/

As a data analyst and data compiler, | was humored by several claims within the blog and the bravado
with which Zillow executives and economists attacked other industry professionals.

Let’s look into their archive of press releases and our archives to see if these claims can past the test of
time.

From the Washington Post blog: “Zillow also prides itself on telling people when the market looks bad,
like it did before the real estate bubble popped and as it kept sliding.”

7

ARMLS STAT NOVEMBER 2013


http://www.washingtonpost.com/blogs/wonkblog/wp/2013/10/29/heres-zillows-strategy-for-dominating-online-real-estate/
http://www.washingtonpost.com/blogs/wonkblog/wp/2013/10/29/heres-zillows-strategy-for-dominating-online-real-estate/

On November 8, 2006 headlines read: Home Values in Top U.S. Metropolitan Areas Continue to Rise
http://zillow.mediaroom.com/index.php?s=159&item=17,The median price home for a resale home in
Phoenix peaked in May of 2006. The first predictive report | can locate in the Zillow archive appeared
on November 12, 2008, well after the bubble had burst.

From the Washington Post blog:
" You looked at other industry professionals, and they would tell you the bottom's right around the

corner, things are going to get better. And month after month after month, we were the only ones say-
ing home values are bad and they're going to get worse,” Humphries [Chief Zillow Economist] says.
‘Our business only works if people trust us to be telling them the unbiased truth. We don't want to tell
them now's a good time to buy and sell, because we believe that now can't be a good time to be doing
both.™

The misalighment between national data forecasters, Zillow in this case, has been going on for a long
while as seen in these two examples:

1.

Their take Our take

From Zillow Press Release May 20’2010

“Looking forward, homeowners are fairly
positive about their own home's value over
the next six months, but like Misperception
Index, the degree of optimism varies wildly
among regions. In the Northeast, more
than half (51 percent) of homeowners be-
lieve their home's value will increase over
the next six months while in the Midwest
less than one-third (29 percent) of home-
owners believe their home's value will in-
crease. Nationally, 39 percent of home-
owners believe their own home's value will
increase during the next six months.”

http://zillow.mediaroom.com/index.php?

s=159&item=203

From ARMLS STAT May 2010

“The most recent 12 months show record
sales, with March and April leading the
charge. Active inventory added to the mar-
ket continues downward, putting positive
pressure on supply and demand, a necessity
if prices are going to rise.

The housing market continues to try to
make a meaningful recovery, but is ham-
pered by continuing unemployment and
economic uncertainty on the national level.
ARMLS is seeing mixed signals from month
to month since last October, but positive
gains are mixed with losses. This is a classic
pattern that markets make in gaining trac-
tion toward recovery.

ARMLS continues to see glimmers of hope,
but no long term, reliable indicators that
the market recovery is imminent. We con-
tinue to be hopeful, but must at the same
time remain objective and realistic. This re-
covery is going to take a long time to de-
velop and probably won’t mean a normal
housing market will return for at least two
or three more years.”
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Their take

Our take

From Zillow Press Release December 20,
2011

“The December Zillow Home Price Expecta-
tions Survey shows that U.S. home prices
are expected to decline 1.57 percent in the
fourth quarter of 2011 after falling 0.4 per-
cent through September. Prices are fore-
casted to decline until the market's bottom
is reached in late 2012 or early 2013. After
2013, the panelists expect a relatively
steady annual appreciation rate of roughly
3 percent through 2016, which is slightly
below appreciation rates experienced dur-
ing the pre-bubble years.

‘There is a consensus among the nation's
top housing experts that we have not yet
reached a bottom and are instead working
through a prolonged bottoming process.
Negative equity, unemployment and low
consumer confidence remain the key fac-
tors delaying a true recovery,” said Dr. Stan
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Humphries, Zillow chief economist.

From Tom Ruff Housing Opinion January 22,
2011

“Anyone who has followed my writings will
know that in late 2008 | encouraged people ‘to
get out and shop,” and in early 2009 | asked,
‘What are you waiting for?’ followed by 2010’s
‘blood in the streets.” For the past two years
I’'ve written time and time again about the op-
portunity that currently exists in the Phoenix
real-estate market, and | still feel that way to-
day. The people who had the courage to act in
early 2009 are amassing empires by buying,
holding, and collecting rental income, wishing
they had more properties to meet the de-
mand. While on the other side of the street,
investors living by the same mantra, ‘you make
your money when you buy,” are buying and
flipping and boasting to their barbers and hair-
dressers about the deals they are involved in.
Two of my friends visiting from Nebraska last
week called and told me about the incredibly
low prices they were seeing, and they wanted
to know what | thought; so instead of golfing
or climbing Camelback, they were headed to
look at houses. Through history we’ve heard of
the shoe-shine boy giving stock tips before the
great stock market crash in 29 and the retired
investor talking about the steal he made dur-
ing the RTC days in Phoenix after the Savings &
Loans crashed. We are living in the time after
the crash, not the time before; Phoenix is now
offering the same opportunities we saw in the
early 90s. | haven’t heard anyone say, ‘Boy, |
wish I'd have bought that home down the
street in 2006 when | had the chance,” but Ill
bet you, ten years from now when they look
back at this unique time in history......




The median price in April of 2009 for resale homes in Maricopa County was $119,900, when this piece
was published on January 22, 2011 the median price home was $115,000. Today, the median priced
home is $185,000.

Our housing market officially bottomed in September of 2011, three months prior to the above fore-
cast. The median priced home in Maricopa County sold for $112,000, today our median is $185,000, a
65% increase.

The conclusions to be drawn from our walk down memory lane are simple: national experts are just
not very good, real estate is and always has been local. When Zillow Chief Economist, Stan Humphries
uses phrases like “we’re the only ones” and our model depends on “unbiased truth” | can only chuckle
that the interview took place in Washington. I’'m an analyst, the real experts are the agents working
and breathing in the market every day. The agent that authored the post on Facebook will tell you that
by looking at the MLS he determined there are currently 3,686 active single family homes for sale in
Phoenix, Zillow shows 8,237. The point he’s making, if you want accurate data, use an ARMLS Sub-
scriber. Bad data and analysis are really perceived as an opportunity and if used properly can be a very
effective marketing tool. As a data guy and former real estate agent | can tell you, good data is just the
beginning, an agent’s role and value goes far beyond.

Now, a final excerpt from the Washington Post blog: “By the end of the day, attendees would leave
knowing not just the proposals on the table for fixing Fannie Mae and Freddie Mac. They'd also know
the value of the Zestimate and Zillow Home Value Index for assessing the state of the market.” In my
opinion, ARMLS Subscribers already knew their value at the start of the day, now it’s time to pass that
knowledge on to the consumer.
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PPI SUPPLEMENT

Pending Contracts Signed In October
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PPl SUPPLEMENT - $/SQ FT

Pending Contracts Signed In September Pending Contracts Signed In October
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