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SALES Month over Month

Sales in July fell 21.7% to 7,148, after an 8.1% jump from May to June. The July figure is
11.84% below the 2012 average of 8,097 sales per month.

SALES Year over Year

July Sales (7,148) landed 14.8% below July 2011. Year over year comparisons have fallen
behind current month sales totals since December 2011, with the exception of February
2012, 1.3% ahead of the February 2011 figure. Thus more units sold in the first seven
months of 2011 than were sold in the first seven months of 2012
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NEW INVENTORY

New listing inventory added to the market dropped by 4.4% to 8,862, representing the
lowest new inventory figure in the last 8 months. New listing figures in the 9,000 and
11,000 range were typical of the Valley’s normal markets of 2001, 2002, 2003 and 2004.
July’s new inventory is 4.92% below the 2012 average of 9,321.
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TOTAL INVENTORY

Total inventory rose for the first time since January to 20,384 total listings, representing a
2.7% increase over June. Valley inventory reached a decade high of 58,178 in October
2007, and remained above 50,000 through most of the first quarter of 2009. Since that
time the total inventory trend line has been downward.
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MONTHS SUPPLY OF INVENTORY (MSI)

MSI ticked up slightly to 2.85, breaking the monthly downward pattern started in January.
July’s figure still remains well below the four month threshold normally considered as the line
separating a seller’s market from a balanced market. MSI above six is widely held to be a
buyer’s market. Valley wide MSI as presented in STAT is seen only as a barometer of overall
market health and should not be used to predict supply in smaller market niches, which have
their own unique MSI.
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NEW LIST PRICES

Both list price metrics increased in July. Median list price rose 2.6% to $159,900, while the av-
erage list price increased by 1.1% to $230,300. These values are in line with average monthly
increases over the last twelve month for median and average list price of 1.81% and 1.82%,
respectively.
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SALES PRICES

Sales prices continued on the upward trend begun in August/September 2011 with gains in
both sales price metrics. Median sales price increased 3.2% to $146,000, while average sales
price increased 1.2% to $197,000. The rise in sales pricing, while welcome, is anemic, re-
maining in sync with the pace of other economic indicators on the slow plodding march to-
ward recovery.
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THE ARMLS PENDING PRICE INDEX™

The Pending Price Index is a metric unique to ARMLS which uses pending data inside the
MLS system to predict median and average sales price thirty days into the future. Last
month the PPI predicted the median sales price for July at $145,000, while the actual me-
dian was $146,000, beating PPI's prediction by .35%. Likewise, PPI predicted the average

sales price to land at $190,100, while the actual average was $197,000, besting the predic-
tion by 3.5%.

PPI forecast for August sends both median and average metrics downward to $144,000
and $187,000, respectively.
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PPI SUPPLEMENT

The PPl Supplement focuses on newly pended properties added to the total pending pool each
month on a rolling four view. Monthly pendings below $100,000 exhibited negative trend lines over
the last four months, a symptom of vanishing inventory in the lowest affordable ranges. Upward
pricing pressure from the evaporation of low dollar inventory can be seen in the four month graphs
of newly pended properties in the $100,000 to $250,000 price ranges.
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PPl SUPPLEMENT - $/SQ FT

The PPI Supplement - $/SQ report examines incremental gains or losses over a rolling four months in the price
per square foot of newly pended properties added to the pending pool each month. The $/SQ FT in the ranges
from $50,000 and below up to $200,000 remained flat, and those in the $250,000-$350,000 ranges showed
declines of $2-4/SQ FT. Pendings in the $350,00-$500,000 ranges showed noteworthy gains. Specifically,
$350,001-5400,000 gained $5/SQ FT, $400,001-$450,000 added $9/5SQ FT and $450,001-$500,000 increased
S5/SQ FT.
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FORECLOSURES PENDING

Foreclosures pending continued on its steady downward trend line to land at 16,578. The
decline in foreclosures pending began from a high of 50,568 in November 2009. July’s
figure represents a 67.2% decline over the last 32 months. Foreclosures pending in the
4,000-6,000 range is considered normal.
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DISTRESSED SALES

In July the gap between the short sale and foreclosures trend lines widened again with
2,112 short sales to 1,041 foreclosures, greater than a 2:1 short sale to foreclosure ra-
tio. Total distressed property as a percentage of total sales fell to 44.1%, with short
sales accounting for 29.5% and foreclosures making up the remaining 14.6%. Lender
preference for short sale over foreclosure is symptomatic of greater willingness to work
out deficits over actually taking the property, more manageable case load, and other
government programs such as TARP. Government programs have assisted some home-
owners to refinance with lower debt service enabling more to stay in their homes.
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AVERAGE DAYS ON MARKET (DOM)

Average Days on Market dropped two days to 73, continuing the downward trend line
started from the high of 138 in February 2008. Declining days on market is another
symptom of a brisk market.
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COMMENTARY

Market pressure due to inventory shortages is evidenced in shortened days on market, low MSI and shifts in con-
tracts pending to higher price ranges. ARMLS STAT Plus for Q2 illustrated this dramatically by citing the 50% increase
in unit sales in the $250,000-500,000 range in the second quarter compared to the first quarter.1 Lack of inventory
at the low end slowed July’s total sales. But while lower, July’s sales activity metric at 7,148 was still robust.

Inventory shortages continue to plague the Valley. Of the 15,626 active listings under $350,000, only 9,404 were
available for sale without contingency, with 6,222 in AWC status. It is ironic that the lack of inventory, while frustrat-
ing, is fueling the very rise in pricing essential to the Valley’s real estate recovery.

All four pricing metrics rose in July, although modestly, continuing the upward price trend lines begun early last fall.
Although decade low pricing has lured investor buyers into the market, restoration of pricing to more normal levels
is a prerequisite of recovery. Many sellers, still wincing from mortgages higher than market value, remain immobi-
lized, unable to sell or buy another home, until pricing rights itself.

At the July 2012 Real Estate FORWARD, sponsored by ARMLS and the Phoenix Business Journal, real estate experts
representing residential sales and rentals, commercial sales and leasing, industrial and land market segments in the
Valley cited significant recovery gains in all sectors. Their bullish commentary served as a marked contrast to predic-
tions made at last year’s Real Estate FORWARD, which forecasted only meager to modest gains in 2012.

In his Real Estate FORWARD address, Dr. Ted Jones, Chief Economist for Stewart Title, stressed that jobs are the key
to recovery. He showed the percent change in jobs same month prior year since 2003 for the Phoenix Metro area,
which significantly overshadowed both job gains and losses in the US. The Valley’s monthly percentage job gains
continue to outstrip gains made by the entire US.

At its low, Arizona employment figures logged in 224,200 less jobs in May 2012 than it had in May 2007. In raw num-
bers Arizona ranked 46" nationwide in terms of jobs lost, but third in percentage declines behind Nevada and Flor-
ida.” While the Bureau of Labor Statistics has not yet released its Phoenix Metro figures for July, its August 3 press
release cited 163,000 new US jobs, still leaving the national unemployment rate unchanged at 8.3%. July’s national
jobs report bested economists’ projections by 63,000 new jobs.? According to the Arizona Office of Employment and
Population Statistics, the state will gain 102,900 jobs this year and next, for growth of 4.3 percent over the two-year
period.”

New construction, formerly a vibrant source of jobs in the Valley, all but evaporated under the negative pressures of
inventory oversupply and drastically low pricing during the down turn. Normally new construction jobs account for
8% of all employment and 20% of small business employment.S

Building permits for new residential construction, which plummeted to their lowest level since 1980, have begun
inching up. June year to date residential building permits for Maricopa County were 6,203, compared to the similar
year to date metric in 2011 of 3,292.°As new construction revitalizes, it will carry a double remedy by adding new
jobs and easing the inventory shortage.

Boosting the Valley housing market is record affordability of financing. The most recent Freddie Mac survey reported
the thirty year fixed rate mortgages at an all time low of 3.49%, which last year at this time averaged 4.55%. The fif-
teen year fixed rate mortgage is currently 2.8%, down from the average fifteen year rate a year ago of 3.66%.’

The Valley is enticing with its great housing affordability and the added incentive of record low mortgage financing.
Despite lackluster economic job news on the national front, the Valley is poised for healthier job growth compared
to the nation. It is still steady as she goes. What's needed is a sizable dollop of patience.

! STAT Plus Q2 2012

? http://www.bizjournals.com/phoenix/news/2012/07/10/arizona-job-market-remains-battered.html

® http://www.bls.gov/news.release/empsit.nr0.htm

* http://www.azstats.gov/pubs/labor/ForecastUpdateOct11.pdf

> http://www.bls.gov/news.release/empsit.nr0.htm

® http://censtats.census.gov/bldg/bldgprmt.shtml
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