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Although Sales of Existing Homes Increased, Inventory of Unsold Homes Remains

at Cycle High
August 25, 2008

Sales of existing homes rose 3.1% to an annual rate of 5.00 million units in July, after a 2.8%
decline in June. Sales of all existing homes have hovered around a narrow range of 4.91 million
units to 4.47 million units for the ten months ended July. The National Association of Realtors
has indicated that 33% to 40% of sales in July were of foreclosed properties.
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The inventory of unsold existing homes rose to an 11.2-month mark, a cycle high, matching the
level reported for April 2008 (see chart 2). Most of the recent growth in inventory is in condos
and apartments (15.1 months vs. 12.1 months in June). The inventory-sales ratio for single-
family homes fell slightly to a 10.6-month supply from an 11.0-month supply)
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This large inventory of existing homes continues to translate into lower prices for homes. The
median price of an existing home fell 7.1% on a year-to-year basis in July. On a month-to-month
basis, the median price declined 1.26% to $212,400 in July. The median price of an existing
single-family home dropped 7.7% from July 2007 to $210,900. In April, the median price of an
existing single-family home fell 9.0% on a year-to-year basis, marking a record decline. There
was a mild moderation in the pace of price declines in the May and June months, with July now
showing a sharper drop in price compared with each of the prior two months.
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On a regional basis, sales rose in the West (mom: +9.7%; yoy: +0.9%) largely due to a sharp drop
in prices from a year ago (-22.2%). According to anecdotal reports and the NAR, foreclosures
have led to significant declines in prices which have helped move sales, particularly in the West.
Sales of existing homes rose in the Northeast (+5.9%) and Midwest (+0.9%) but fell in the South
(-0.5%) during July. On a year-to-year basis, sales of existing homes have declined in the
Northeast (-11.8%), Midwest (-17.0%) and South (-18.1%). The housing market adjustment is
incomplete and has many months to ago before stabilization.
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The Chicago Fed National Activity Index Remains In Recession Territory

The Chicago Fed National Activity Index (CFNAI) declined to -0.67 in July from -0.59 in the
prior month. The three-month moving average stands at -0.8, a small improvement from -0.94 in
June. According to the Chicago Fed, 3-month moving average readings of the CFNAI that are
below -0.7 after a period of expansion are associated with recessions. The CFNAI has held below
or near -0.7 for eight six consecutive months.
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