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Data Release: Existing home sales end 2014 on a positive note  

 U.S. existing home sales rose by 2.4% to 5.04 million units in December. The number came in just shy of the 
5.08 million pace expected by the market.   

 The increase in sales came entirely from the single-family segment (+3.5%), while multifamily sales (-5.0%) 
posted its second month of consecutive declines.  

 The median price of homes accelerated by 6.0% y/y in December, which was up from last months' pace of 
5.0% y/y – largely due to an acceleration in prices in the multifamily segment.  

 The share of distressed sales increased by 2 percentage points – landing at 11% – but still remaining below 
the 14% share from a year ago.  

 First-time homebuyers accounted for 29% of the transactions – down from 31% the month prior – but still 
above last year's level of 27%.  

 The inventory of unsold homes fell dramatically in December, with current supply falling to 4.4 months – down 
from the 5.1 months recorded in November. The decline in supply was entirely from the single-family segment, 
which fell to 4.4 months (compared to the 5.1 in the month prior), while multifamily supply remained 
unchanged at 4.5 months.  

 Regionally, sales were up in the West (+9.8% m/m) and South (+3.8% m/m), but slumped  in the Midwest (-
3.5%) and Northeast (-2.9% m/m).  

Key Implications 

 Overall, this was an encouraging report, with all of December's gains coming from the larger and less volatile 
single-family segment. That being said, 2014 as whole was a relatively disappointing year, with aggregate 
sales of just 4.92 million units – down 3.1% compared to 2013.  

 To some extent, the pullback in existing home sales this past year reflects the rotation away from an investor 
driven market and towards more traditional homebuyers. This process has proven to be a slow and arduous 
one, likely exacerbated by still somewhat tight mortgage credit conditions. 

 Having said that, new lending guidelines implemented by Fannie Mae (Freddie Mac to follow suite in March) 
will enable creditworthy borrowers who might otherwise lack the resources to pay a substantial down payment, 
to get a mortgage with only 3% down. While these new underwriting guidelines have only been in place for just 
over a month, it would appear that they have already had an impact on credit accessibility, with recent 
mortgage applications data surging to its highest level in over a year.  

 Credit conditions aside, there are still plenty of other reasons to remain optimistic for the housing recovery 
over the coming year. Moderating home prices and falling mortgage rates will continue to support affordability, 
which, taken alongside improving labor market conditions, should help to draw first-time homebuyers back to 
the market.  
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