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Data Release: Existing home sales buck the trend in April, but come in below expectations  

 Existing home sales rose by 1.3% m/m in April to 4.65 million (annualized) units, slightly below the median 
consensus forecast, which called for a stronger 2.2% m/m gain.  

 In terms of the breakdown, the gains came from both single family (+0.5% m/m to 4.06M)  and condos/co-ops 
(+7.3%  m/m to 0.59M).  

 The share of distressed sales edged higher in April, rising to 15%, up from 14% the month prior . Foreclosures 
remained unchanged at 10%, while short-sales rose to 5%.  

 On a year-over-year basis, home prices grew by 5.2% –  a marked deceleration from the 7.9% growth posted the 
month prior. The slowdown in price growth was a result of both single family dwellings and condo/co-ops, which 
decelerated to 4.7% y/y and 8.3% y/y, respectively.  

 The inventory of homes for sale on the market – as measured in months' supply – increased to 5.9 months, up 
from the 5.1 posted in March. The average number of days that a home was for sale on the market  fell to 48 
days, down from the 55 reading recorded the month prior.  

 Only the South (+1.0% m/m) and West (+4.9% m/m) regions posted gains in April, while sales across the Midwest 
(-1.0% m/m) recorded a modest decline. Sales in the Northeast region were unchanged on the month.  

Key Implications 

 After having recorded declines in each of the three months prior, existing home sales finally bucked the trend in 
April, posting a modest gain on the month. That being said, the fact that home sales still remain 13.6% below last 
July's peak of 5.38 million units, highlights the considerable ground that still needs to be retraced before even 
getting back to last year's levels.  

 Taken alongside last Friday's better than expected construction numbers, this morning's report should help ease 
the growing concerns surrounding the sustainability of the housing recovery. Rising mortgage rates, eroding 
affordability, tighter credit standards and an unseasonably cold winter are all factors that homebuyers have had to 
contend with over the past year. However, with winter having passed, demand fundamentals remaining strong, 
and mortgage rates having pulled back in recent months and expected to move higher at a more gradual pace 
moving forward, we expect to see continued improvements in housing activity over the remainder of 2014 and into 
2015.  

 Earlier in the recovery, investor activity played a crucial role in helping to clear the enormous amount foreclosed 
overhang left on the market following the housing bust. However, over the past year, investors have played less 
of a role as rising home prices in combination with the higher interest rate environment have cut into investor 
profit margins. Moving forward, we expect this rotation away from an investor driven market towards more 
traditional homebuyers to continue. The handoff, however, is unlikely to be seamless. As such, we expect to see 
continued growth in existing home sales over the coming year, but at a pace slower than what we have seen over 
the past several years.  
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