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The U.S. housing market
took a significant

hit during the Great
Recession, and recovery
has been slow. In late
2011, the market showed
some indications that

it was starting to turn

a corner. While not all
the indicators were
completely rosy, some
positive signs provide
encouraging news for
employers that plan to
move homeowners, and
for those people who are
looking to sell or purchase
a new home.

U.S. HOUSING MARKET SHOWS
SOME SIGNS OF IMPROVEMENT

IT'S ABUYER’S MARKET -

AND THEY ARE BUYING.

The National Association of Realtors reported
that November 2011 saw the largest gain in
pending home sales since April 2010, when
buyers were striving to meet the deadline for the
homebuyer tax credit." Sales of existing homes,
which are counted when the contract closes,
was 12.2-percent higher in November 2011 than
the same month last year (2010), bringing the
seasonally adjusted annual rate for purchases to
4.42 million.? In December 2011, historic existing-
home sales saw a revision: 2010 numbers were
revised down from 4.9 million to 4.19 million
homes® — an even greater decrease over the peak
of 7.07 million in 2005. However, if the numbers
posted in November hold true after December
numbers are released, 2011 will have seen
noticeable improvement.

On the flip side, new home
purchases did not see the same
success. 2011 will likely be
considered the weakest year
for new home sales on record.
Data from the Commerce
Department show that demand
for new homes will likely reach
315,000 for the year — 8,000
homes less than last year
(2010), which was the lowest
number since data was first
collected in 1963.°

As reported by ReloTRENDS
this fall, along with the general economic
uncertainty, stricter mortgage lending
requirements and home appraisals that are
lower than purchase agreements may cause
continued delays in home sales despite low
mortgage rates. The rate for 30-year fixed
mortgages has been hovering at less than
or around four-percent — finishing 2011 at
4.07-percent.® Volume of mortgage loan
applications increased 12.8-percent in the
week ending December 2, 2011,” though the
last two weeks of the year saw a decrease in
applications.® According to Michael Fratantoni,
vice president of research and economics for
the Mortgage Bankers Association, “Refinance
applications continue to account for the vast
majority of total application volume, with the
refinance share reaching its highest level
in2011."°

December 21, 2011.
Ibid.

-

Businessweek, December 2, 2011.

December 23, 2011.

National Association of Realtors. “Pending Home Sales Rise Again in November,
Highest in a Year-and-a-Half.” December 29, 2011.

Walter Molony. “Existing-Home Sales Continued to Climb in November.” Construction Digital,

Alex Kowalski. “Sales of Existing U.S. Homes Unexpectedly Increase: Economy.”

6 Jann Swanson. "Mortgage Applications Down 3.7%; 30-yr FRM Ends Year at Record Low.”

Mortgage News Daily, January 4, 2012.

7 HomeFinder.com. “Housing market forecasts predict positive change in 2012." December 7, 2011.

& Jann Swanson. "Mortgage Applications Down 3.7%; 30-yr FRM Ends Year at Record Low.”
Mortgage News Daily, January 4, 2012.

January 4, 2012.

Associated Press. “New Home Sales Rose 1.6%, but 2011 Likely Worst Ever.” CNBC,

® Kerri Panchuk. “Mortgage applications fall 3.7% over holiday period.” Housingwire,



JANUARY 12, 2012 t

PEACE OF MIND. WORLDWIDE.sM

U.S. HOUSING MARKET SHOWS SOME SIGNS OF IMPROVEMENT

An increase in existing home sales of five-percent is estimated for 2012 according to U.S. News necessarily a benefit for sellers, lower home
and World Report.™ prices mean houses are more affordable. The

ratio of median home price to median household
HOME PRICES CONTINUE TO DROP. income has dipped below the long-term average

While home inventory is moving, home prices are still dropping. In the third quarter of 2011, of 3-to-1 which is much lower than the 4-to-1
the median price for homes decreased 4.7-percent from the same period in 2010." Though not ratio of the early 2000s."

An end to decreasing home prices may be

in sight. Forecasts by the chief economist for
the National Association of Realtors predicts
home prices will increase two-percent next year
and rise gradually through the next two years.™

SOME UNCERTAINTY REMAINS.

After putting many of their foreclosure
proceedings on hold, mortgage lenders are
beginning to clear pending foreclosures off
their books. In the third quarter of 2011,
foreclosures increased for the first time in a
year."* A forecast by TransUnion predicts that
mortgage delinquencies of greater than 60 days
will increase to six-percent in the first quarter of
2012, before gradually improving to five-percent
over the remainder of the year.”®

Overall, the U.S. housing market appears

to be on the road to stabilizing. However, a
number of factors — consumer confidence, high
unemployment rates, delinquencies, housing
starts, and credit availability — will all play
arole in the speed at which the housing market
recovers. Graebel will continue to monitor the
industry and provide periodic updates.
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