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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

The volume of home sales in February has always been higher than in January for as long as
we can go back. Sales in March have always been higher than in February and this year will
be no exception. In MLS, 5,474 total homes were sold in February, 14.1% higher than 4,797 in
January 2014. As the monthly sales volume comparison is clearly seasonal, one must look at
the year-over-year comparisons to get a clear view of sales activity. The February 2014 sales
total was 17.4% lower than the total in February 2013 of 6,630. The last time we saw a lower
sales volume in February was 2008 where only 3,448 sales were reported. Last year at this
time total inventory numbers were dropping, this year they continue to climb, up 4.2% to
29,661.

With low demand and rising inventory, there are few doubters left - we are in a buyer’s mar-
ket. Our transition from a balanced market to a buyer’s market is further evidenced by a rec-
ord number of price reductions among active listings. Pending sales contracts are increasing
as expected, but this is a seasonal normality. Pending sales contracts are 36% lower than last
year at this time at 6,654. Looking ahead to the March sales volume, it would not be unrea-
sonable to expect that 1,400 fewer homes will be sold this year than last.

The ARMLS Pending Price Index successfully predicted a median sales price of $180,000 for
February, down 1.4% from the median in January of $182,500. For March, the PPI is pro-
jecting a slight uptick to $184,000. The median priced home value has been wobbling be-
tween $180,000 and $185,000 since June of 2013. The projected increase in value for March
should not be viewed as an indication of price appreciation, but is most likely attributed to
seasonal factors. The imbalance we are seeing between supply and demand will exert down-
ward pressure on pricing which will likely appear later this year.

Defining Normal

This month I’'m going to attempt to compare our current market to what is considered a nor-
mal market. This is something which | consider to be impossible. For the purposes of this dis-
cussion | need to choose the last normal year in our market, which I’'m going to pick as 2003.
Defining normal is clearly unscientific. 2003 was after the .com bubble burst, after 9/11, and
prior to the housing bubble forming. Also, in 2003 Norah Jones won the Grammy for Don’t
Know Why and when you don’t know why you’re choosing 2003 and calling it normal, I'm fig-
uring a Grammy award is as good a reason as any.

ARMLS STAT MARCH 2014



Sales Volume

The ARMLS Pending Price Index successfully predicted a median sales price of at $180,000 for
February. In January 2003 there were 4,760 homes sold on the MLS, in 2014 we saw 4,797
sales. In February 2003, there were 5,493 homes sold compared to 5,474 in 2014. For the first
two months combined, 2003 reported 10,253 sales compared to 10,271 in 2014. However,
identical sales volume between the two years does not translate into our current sales volume
as being normal. There were 1,010,912 homes in Maricopa County in 2003, today this num-
ber has risen to 1,264,844 (we define homes as single-family residences, condos and mobile
homes). There are now 25% more homes in Maricopa County than in 2003. | would contend
that demand this year is 25% below what should be considered normal as a more normal sales
volume number in February would be 6,802. Giving credence to this assertion, the average
number of sales for February for the four prior years was 6,907. Our current sales volume is
well below normal.

Normal/Prices

There is a common theory that long-term appreciation rates have to be pretty close to the
general rate of inflation. In the table below, having defined 2003 as normal and thereby our
base year, we will apply the US government published inflation rates.

Actual
Annual Inflation February Calculated February Actual Annual Apprecia-
Year Rate Median Median tion

2003 2.3 140000 140000 Base
2004 2.7 143220 150000 7.2
2005 3.4 147086 190000 26.7
2006 3.2 152087 252000 33.6
2007 2.8 156955 247900 -2.5
2008 3.8 161349 213800 -13.8
2009 -0.4 167480 125000 -41.6
2010 1.6 166810 125000 0.0
2011 3.2 169779 109900 -12.1
2012 2.1 173038 122000 11.0
2013 1.5 175634 160000 31.1
2014 178268 180000 12.5

Based on this theory, our median priced home is pretty close to normal. The average inflation
rate for the years listed above is 2.38%.
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New Construction

A low percentage of new builds are listed on the MLS. As mentioned above, this sales volume
this year was nearly identical in 2014 and 2003. Looking at public records data, new construc-
tion paints an entirely different picture. In February of this year 582 new homes were sold in
Maricopa County, compared to 2,322 in 2003. New construction is off to a very slow start this
year. The reason given nationally for these declines has been bad weather, an explanation un-
acceptable in our market. Most forecasters called for an increase in new builds this year, |
would not be surprised to see these expectations revised downward in the coming months. In
the first two months of 2014 our records indicate 1,142 new builds sold in Maricopa County,
last year 1,522 were sold which is 25% lower.

Foreclosures

In February of 2003 there were 1,243 residential notices of trustee sales recorded in Maricopa
County, this year 846 new residential notices were recorded. In terms of existing homes,
.123% of homes received a notice in February of 2003, compared to only .067% this February.
As recent as three years ago our market was the poster child for foreclosures, today the num-
ber of properties entering foreclosure is well below normal. This month shows the total fore-
closure inventory down 48.8% year-over-year and 5.3% lower than last month. | fully expect
the number of foreclosures to continue to decline throughout 2014.

The current 29,661 home listings are very close to what we would define as typical. Our cur-
rent imbalance rests solely on the demand side of the equation. The pricing chart on the pre-
vious page would suggest our home prices are close to normal, but the right side of the chart
would suggest our buying behavior is anything but normal. Three years of strong appreciation
and a combined 250,000 foreclosures and short sales have restored our current level of dis-
tressed housing to a healthy level. The lack of new construction is disheartening from a jobs
perspective, but in turn, we are not adding to our existing supply. As I've stated in earlier com-
mentary, | see 2014 as a transitional year, with my short term pessimism offset by longer term
optimism. At present the question we should be asking ourselves is - where are the buyers?

Next month, I'll attempt to answer this question.

9 ARMLS STAT MARCH 2014




<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



