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Data Release: Waning investor demand weighs on home sales in August 

 After four consecutive monthly gains, existing home sales slipped by 1.8% m/m in August, falling from 5.14 
to 5.05 million units (annualized). The August sales tally was below market expectations, which called for 
sales to rise to 5.2 million units.  

 Declines were evenly shared among single-family and multi-family segments. Sales of condos and co-ops 
fell by 1.7% m/m, while sales of single-family homes declined by 1.8% m/m.  

 Distressed sales, including foreclosures and short dales, accounted for 8% of all home sales in August, 
down from 12% a year earlier. Cash sales dropped significantly both on a monthly and annual basis, falling 
to 23% of sales from 29% in July and 32% a year ago. Individual investors, who account for many cash 
sales, purchased 12% of all homes in August, down from 17% a year earlier. Meanwhile, sales to first-time 
home buyers accounted for 29% - the same reading as in July and one percentage points higher than in 
August last year.  

 Median home prices rose by 4.8% y/y, compared to the pace of 4.3% y/y in July. Across segments, prices 
for single-family homes rose by 5.2% y/y and by 2.1% for multi-family units.  

 Sales inventory as measured by months of supply (at the current sales rate), came in at 5.5 months – 
unchanged since May. Meanwhile, the average number of days that a home was on the market rose to 53 
days, relative to 43 days in August last year. 

 Regionally, sales moderated in the West and South, falling by 5.1% and 4.2%, respectively. At the same 
time, Northeast and Midwest posted gains of 4.7% and 2.5%, respectively. On a year-over-year basis, 
sales were down across the country, with the biggest declines in the West (-12.9%) and Midwest (-
7.2%).      

Key Implications 

 While this morning's release marks the first downshift in existing home sales in the past five months, the 
pace of growth over the last year has been disappointing. Home sales remain 5.3% below their level a year 
ago. The setback in August is a reminder that progress in the housing market continues to be slow. 

 The setback in existing home sales in part reflects waning demand from investors, which played an 
important role early in the recovery. This theme continued to play out in August, with cash sales – favored 
among the investors – declining to their lowest level since December 2009. 

 Sub-par performance in the housing market will not go unnoticed by the Fed, as it continues to mull over 
monetary policy normalization and an eventual rise in interest rates. The sensitivity of home buyers to 
mortgage rate increases means the Fed will be cautious in how soon and how quickly it tightens policy.  
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