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Data Release: Existing home sales switch into higher gear in March 

 After taking a step back in February, existing home sales fared much better in March, rising by 5.1% m/m 
to 5.33 million units (annualized).The monthly gain was slightly ahead of consensus expectations, which 
called for sales to rise to 5.28 million units.  

 Details of the report were also reassuring with activity strengthening across the board. The bulk of the 
strength was concentrated in the key single family segment, where sales rose by 5.5% m/m to 4.76 
million. After two monthly declines, the condo and co-op segment also managed to eke out a small gain in 
March (+1.8% m/m). 

 Inventory of homes for sale rose by 5.9% in March, slightly faster than the pace of home sales, leading to 
a 0.1 uptick in inventory-to-sales ratio to a still tight 4.5 months of supply. In fact, despite the monthly 
increase in the number of houses listed for sale, total inventory of houses for sale is still down 1.5% from 
the last year's level. Homes also sold quicker, with the average number of days on the market equal to 
just 47 days, down from 52 days at the same time last year. 

 The median home price advanced by 5.7% y/y - accelerating slightly from the 5.1% y/y reading in the 
prior month. In the single family segment prices were up by 5.8% y/y, while condo and co-op prices rose 
by 4.6% y/y.   

 Regionally, activity has picked up across the country. The largest gains were seen in the Northeast 
(+11.1% m/m) and the Midwest (+9.8% m/m), where activity was rebounding from a large decline in the 
prior month. Increases were more moderate in the South (+2.7% m/m) and West (+1.7% m/m).   

Key Implications 

 After a two-month lull, the existing housing market appears to be finding its rhythm, starting the key spring 
home buying season on the right foot. The activity and higher brokers' commissions are providing a much 
needed boost to residential investment in the first quarter which is expected to rise by nearly 10% q/q 
(annualized). More importantly, a healthy reading in March will result in a considerably better handoff for 
the second quarter growth, helping the economy accelerate from a lukewarm 0.8% in Q1 closer to a 2% 
annualized pace over Q2.    

 We expect a continuation of this modestly positive sales momentum in the coming months. The overall 
outlook for the housing market remains favorable, supported by steady strides in the labor market, which 
in turn are leading to improvement in household finances and household formation rate. Given the 
cautious Fed, interest rates are also expected to remain lower for longer, keeping borrowing costs low. 
Last but not least, rebounding equity markets should also help to shore up consumer confidence in the 
coming months and give a lift to home-buying intentions.  

 Tempering this optimism is the fact that the inventory of houses for sale, while improved recently, remains 
lean and home price gains continue to outpace incomes, weighing on affordability. Additionally, high level 
of student debt is keeping many potential first time homebuyers on the sidelines, with the share of first 
time homebuyers stuck at 30% - the same level as a year ago. These factors will continue to keep sales 
in check, leading to only modest improvement for the year as a whole.  
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