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New inventory is up
+1.2% month-over-
month while the year-
over-year comparison
shows a decrease of
-3.2%.

Total inventory has a
month-over-month
gain of +4.0% while
year-over-year re-
flects an increase of
+1.6%.
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New average list
prices are up +0.2%
year-over-year. The
year-over-year medi-
anis up +2.4%.

The average sales
price is up +6.0%
year-over-year while
the year-over-year
median sales price is
also up +7.9%.
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A decrease is forecast
for average sales
price with median
sales price in October
dropping slightly.

Foreclosures pending
month-over-month
showed a decrease of
-2.6% while the year-
over-year figure was
down -24.0%.
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Short sales dropped
-24.4% year-over-year.
Lender owned sales
dropped -46.1% year-
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Sales accounted for
3.6% of total Sales,
down from the previ-
ous month of 3.7%.
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COMMENTARY

by Tom Ruff of The Information Market

Ivy Zelman is my favorite national housing researcher and analyst. In
2006, lvy was a highly ranked analyst for Credit Suisse who followed
home builders. As the housing markets partied that year, Zelman down-
graded the sector which garnered her ridicule from the housing industry
and backlash from her bosses. Shortly after, she left Credit Suisse to form
her own firm. When the housing market collapsed, Zelman emerged as
one of the few who had been right. Not only did Zelman call the top of
the market in 2006, she also called the bottom of the market in 2011.

The reason | like lvy is her down to earth common sense approach. Not
only does she do extensive research, she also applies a human element to
the math. Too many analysts rely solely on their mathematical models
without factoring in human nature. Zelman and Associates are very
strong on research, but even stronger in marrying that research to the
human aspect of the consumer and as you will see further in STAT, it’s a
rare quality.

Zelman was recently interviewed on the exhibition floor at NAR. The in-
terview is about 11 minutes long and can be viewed here. Although the

interview is national in scope, the information presented closely reflects
what we’re seeing in our local market. If you don’t have time to watch
the video in its entirety, here are the bullet points:

e Consumers rank overall market knowledge as the #1 consideration in
choosing an agent for both listing and buying

e The housing market is the driver of our economy

nformation

It is now sexy again for home builders to build affordable housing, the
entry level builder is now the prettiest girl at the dance

Affordable new construction takes time - they need roads, sewers and
pipes

Government data suggests housing is not good, government data is
wrong (it’s slow) and data that suggests homeownership rates will con-
tinue to decline is absolutely wrong

The American dream is alive and well

The average age of the 75 million millennials is 32, they will start to have
families

Millennials are actually moving to the suburbs, where they can buy
move-in ready homes

Millennials want move in ready, makes suburb attractive

Birth rates for women over 35 are up, having children is the driving cata-
lyst for buying a home

Number one thing for a millennial in choosing an agent is responsiveness
and trustworthiness

Asian and Hispanic households are growing much faster than Caucasian
households over the last decade

Our current market is the tale of two markets, very strong demand for
entry level affordable housing, the luxury market is already in a reces-
sion, the headwind in the luxury market is going to be here for a long
period of time

First time move up is a very good market
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http://www.narconferencelive.com/2016/11/07/ivy-zelman-addresses-frequently-asked-housing-questions/

e Doing the math, you are over 20% better off buying a home over
renting

e Eveninadownturn market there are always transactions in the three
Ds (death, divorce and default)

e Knock on apartment doors and SFR rentals to attract entry level buy-
ers and work with and educate luxury buyers as to what they need to
do to sell

While Zelman was masterfully blending data with the human element,
CNBC did the opposite this month. Their headline, “What’s behind a sud-
den foreclosure spike” was an attention grabber for sure. The article
states:

notices filed in September, a 14.5% increase. This is where the common-
sense approach we mentioned earlier is missing in this article. In my opinion,
the article takes a false premise and then expounds on various market condi-
tions to explain why the premise is true. The only thing that made the data
stand out was its comparison to September. September saw the lowest
number of new notice filings the Information Market has reported since
August of 1997 when Maricopa County had far fewer homes.

The total residential notices in October, while greater than the number in
September was still below our monthly average in 2016 of 637. As for actual
foreclosures, properties that were sold at auction, there were 215 residential
foreclosures in October compared to 224 last month.

...a curious spike in October may . Note: Nofice™
ot o ; Y efers to Not
be the first sign of a crack in the | MONTHLY FORECLOSURE ACTIVITY IN MARICOPA COUNTY Information R
recovery... While some states are Sale
still slogging through the rem- ALL ACTIVE  RESIDENTIAL DISTRESSED
. - TOTAL RESIDENTIAL  TOTAL RESIDENTIAL  TOTAL RESIDENTIAL ACTIVE MONTHLY RESIDENTIAL  REO  RESIDENTIAL
nants of the last housing crisis, |, o\ny yonces = NOTICES  FORECLOSED FORECLOSED CANCELLED CAMCELLED NOTICES CHAMGE  MOTICES PROPERTIES INVENTORY
the foreclosure activity increases |10/2016 644 609 239 215 443 421 2472 -82 2335 1,080 3415
_ , 09/2016 | 566 532 247 224 449 420 2,554 AN 2417 1,088 3,505
in states such as Arizona, Colora- |osz016| so8 649 311 285 486 455 2,685 47 2,517 1,119 3,636
do and ) heavily |072016| 658 619 303 280 398 390 2,732 A1 2 562 1.133 3,605
0 and Georgia are more heavily | qg2016 638 601 341 306 497 479 2,738 149 2573 1,130 3,703
. . . 05/2016 | 608 564 277 254 399 376 2,887 262 2.707 1132 3,839
tied to loans originated since | g\ el 704 653 259 229 468 453 3,149 21 2 966 1180 4146
2009... Arizona forec/osure activi- 03/2016 857 805 314 296 518 489 3.128 78 2,953 1,235 4,188
_ 022016 | 740 702 291 261 416 398 3,050 38 2,875 1,282 4,157
ty was up 17% in October.” 01/2016| 679 £33 336 311 386 366 3,012 -84 2,801 1,355 4,156
12/2015| 786 752 346 316 497 474 3,096 116 2,900 1,361 4.261
1172015 | 679 633 273 250 411 385 3212 103 2,992 1,391 4,383
. 102015 726 665 350 317 413 388 3,315 40 3,094 1.400 4,494
Using our data, we see that there |50, | 7, 699 u7 322 433 400 3,365 35 3,132 1.484 4616
was a month-over-month in- 08/2015 681 641 323 i 466 441 3,320 177 3,007 1,637 4,634
. 07/2015 | 742 688 419 383 508 486 3,497 432 3.270 1,584 4,854
crease in the number of new No- |06/2015 583 641 arr 344 582 545 3,629 276 3.409 1,639 5,048
) _ |osr015| 703 660 348 300 471 450 3,905 152 3,658 1720 5,378
tice of Trustee Sales recorded in |ps2015| 890 835 388 362 531 510 4,057 2 3.785 1,804 5.589
. 032015 | 975 914 416 383 527 504 4,055 56 3,789 1,873 5,662
Maricopa County. There were |50  gs 799 123 298 436 417 3,999 97 3,749 1,931 5.680
609 new reSidenﬁaI nOﬁces ﬁ|ed 0172015 827 777 366 333 382 358 3,902 -24 3,669 2 006 5. B75
12/2014 ars 829 390 341 517 481 3,926 50 3674 2 086 5,760
in October compared to the 532 |11/2014| 606 576 372 332 382 365 3,978 217 3,699 2,145 5,844
10/2014 918 847 504 462 492 465 4193 -12 3,880 2217 6,097
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Is our foreclosure market seeing a shift away from the remnants of the last
housing crisis? The answer is yes, but the shift is and has been gradual. The
notion of “the first sign of a crack in the recovery,” is false. Property values
peaked over 10 years ago, at some point a shift away from the crisis is inevi-
table.

Eventually foreclosures will return to their traditional pattern of centering
on loan originations two years prior. This is not yet the case in Maricopa
County. In October, Maricopa had 63 actual foreclosures, properties which
went all the way through the foreclosure process where the loan originated
in 2009 or later, whereas 71% of all properties actually foreclosed on in
Maricopa County involved properties where their financing originated dur-
ing the bubble years. Foreclosures from buyers that purchased their homes
between 2009 and 2013 are and will remain extremely low. The reason,
they have equity! And when you have equity, you have options.

ARMLS Pending Price Index (PPI)

Last month STAT projected a median sales price for October 2016 of
$228,000, with the actual median coming in at $229,900. The actual median
was 0.8 % higher than the $228,000 projected by our model. Looking ahead
to November 2016, our model projects a drop in the median sales price. The
ARMLS Pending Price Index projects a median sales price of $225,000. Our
mathematical model projections have been trending slightly lower than the
actual results. I’'m guessing the median might well head lower in November
but most likely not as low as our mathematical model suggests.

Sales volume in October as reported by ARMLS was 6,981, which was 10.7%
higher than last year’s total of 6,304. October sales came in as expected
with our projection of 6,850 missing the mark by only 131 sales. We begin
November with 6,021 pending and 3,459 UCB listings giving us a total of

9,480 residential listings practically under contract. This compares to 9,149
of the same type of listings at this time last year. There are 19 business days
in 2016 compared to 18 business days in 2015. Sales volume projections are
always tricky during the holiday season, that said, November 2016’s sales
volume will exceed last year’s total of 5,311. STAT is projecting 5,950 sales.
Month-over-month sales volume will continue their annual descent with
November volumes lower than October, sales will pick up in December.
Sales volume for the first 10 months of 2016 is 3.71% higher than 2015,
ARMLS has reported 74,873 sales this year compared to 72,197 sales last
year.
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