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Data Release: Existing home sales rise in May, defying expectations

e Existing home sales rose 1.1% m/m to 5.62 million (annualized) in May, following a slightly downwardly
revised 5.56 million print in April. The headline surprised to the upside with markets expecting another
modest pullback on the month.

e Activity improved in both the single family and condo/co-op segments, with sales rising 1% to 4.98 million
in the former and 1.6% to 640 thousand in the latter.

e Activity improved across most regions, with sales reversing course only in the Midwest (-5.9%), while
rebounding in the Northeast (6.8%), South (2.2%) and West (3.4%).

e The number of homes available for sale rose 2.1% on the month but remained low by historical standards
at seasonally unadjusted 1.96 million. This is down 8.4% from year-ago and accounts for just 4.2 months'
worth of sales at the current pace compared — down from 4.7 at the same time last year.

e The tight inventory is keeping upward pressure on prices, with the median price advancing by 5.8% yly.
Properties typically stayed on the market for 27 days — down from 29 days in April and 32 days a year-
ago.

e First-time homebuyers accounted for 33% of sales, down from 34% in the month prior but up from 30% a
year ago. Meanwhile, all-cash sales rose to 22% from 21% in April.

Key Implications

e Today's better-than-expected print is an encouraging signal that reinforces the notion of a resilient
housing market that's been helped by an decline in mortgage rates recently. Low mortgage rates should
provide further support in June, with the volume of mortgage applications on an upswing during the
month. While residential investment is unlikely to add much to grow during the second quarter, the recent
numbers suggest a pick-up is likely during the third quarter.

e Theincrease in inventory was a welcome development, but inventory levels remain tight for the time
being and are boosting price growth. Still, higher prices should bring about more supply later this year,
which alongside higher rates should help cool price growth.

e The robust price growth to date has led to some erosion in affordability, which together with the likely
increases in mortgage rates throws into question the sustainability of the housing recovery. Still,
households are likely to withstand the incremental increases in borrowing costs thanks to a solid labor
market that is poised to deliver continued job and income gains, with an improvement in the
homeownership rate also expected to provide a gentle tailwind as outlined in our recent report, with sales
expected to improve by 3.4% this year.

Admir Kolaj, Economist
416-944-6318


https://www.td.com/document/PDF/economics/special/USHousing_May2017.pdf

W @TD_Economics

DISCLAIMER

This report is provided by TD Economics. It is for informational and educational purposes only as of the date of writing, and may not be appropriate for
other purposes. The views and opinions expressed may change at any time based on market or other conditions and may not come to pass. This
material is not intended to be relied upon as investment advice or recommendations, does not constitute a solicitation to buy or sell securities and
should not be considered specific legal, investment or tax advice. The report does not provide material information about the business and affairs of TD
Bank Group and the members of TD Economics are not spokespersons for TD Bank Group with respect to its business and affairs. The information
contained in this report has been drawn from sources believed to be reliable, but is not guaranteed to be accurate or complete. This report contains
economic analysis and views, including about future economic and financial markets performance. These are based on certain assumptions and other
factors, and are subject to inherent risks and uncertainties. The actual outcome may be materially different. The Toronto-Dominion Bank and its
affiliates and related entities that comprise the TD Bank Group are not liable for any errors or omissions in the information, analysis or views contained
in this report, or for any loss or damage suffered.
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