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New Home Sales Plummet in April
Higher Mortgage Rates Bring Sales to Slowest Pace Since April 2020
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when sales came to a grinding halt at the onset of the pandemic.

¢ The pull-back in new home sales arrives against a back-drop of significantly higher
mortgage rates. According to Freddie Mac, the average 30-year commitment rate for
a fixed-rate mortgage was almost 5% in April, up from 4.17% in March.

¢ Borrowing costs only appear to be rising further, which should continue to weigh on
housing activity over the next few months. As of this writing, the average 30-year
fixed rate was 5.36%, according to Mortgage News Daily.

e Higher mortgage rates are just one part of the story. On top of higher rates, new
home prices continue to rise at a rapid pace. The median new home price rose to
$450,600, up 19.6% from April 2021.

¢ Rising financing costs and rapid price appreciation have caused many traditional
buyers to take a step back from the housing market. In addition, some previously
qualified buyers may no longer qualify under current interest rates.

¢ Home builders continue to contend with supply constraints which make completing
new homes challenging. That said, the inventory of new homes has risen sharply, with
a 9-month supply of new homes currently available for sale. The number of unsold
homes that are currently under construction rose to 288,000 (highest since 2007),
while inventories of completed homes for sale rose by 5,000 to 38,000 homes, the
most since early 2021.
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New Home Sales Run at the Slowest Pace Since the Onset of the Pandemic
¢ New home sales declined by a steep 16.6% during April to a 591,000-unit annual pace. April's drop
marks the fourth straight monthly decline and the second consecutive double-digit drop. Revisions
show that sales have been slightly weaker than initially reported over the past few months. March's
originally reported 8.6% decline was revised to a 10.5% drop, while February's original 1.2% decline
now shows a 4.7% contraction.
¢ While new home sales can be volatile on a month-over-month basis, April's decline is the sharpest
monthly contraction since July 2013 which coincided with a spike in mortgage rates following the
Fed's comments on forthcoming monetary policy tightening and resulting "taper tantrum."
e The 591,000-unit pace of home sales was the slowest pace since April 2020 when sales came to a
grinding halt at the onset of the pandemic.
e Sales fell in every region during April. The South (-19.8%) posted the sharpest decline, while the
Midwest (-15.1%) also registered a steep drop-off. Sales in the West and Northeast fell 13.8% and
5.9%, respectively.
¢ Deteriorating buying conditions appear to be hitting sales at the entry level the hardest. Homes
priced below $399,000 accounted for 36% of sales in April, down from 44% in March and 58% of
sales last April. Conversely, 64% of this past month's new home sales occurred in homes priced over
$400,000, up from 55% in March and just 42% last April.
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Supply Picture Brightens a Bit

The inventory of unsold homes rose 8.3% to 444,000 units during the month. Inventories have
increased in each of the previous four months. The overall months' supply of new homes, or the
length of time it would take to sell all available inventory at the current sales pace, rose to 9.0
months, the highest since May 2010.

Many of the unsold homes are still under construction, however. The number of unsold homes that
are still under construction rose to 288,000, which marks the highest level since 2007.

Home builders continue to contend with supply constraints which make completing new
construction a challenge. That said, supply snags appear to be gradually improving, with inventories
of completed unsold homes rising by 5,000 to 38,000 homes in April. This increase marks the
largest monthly gain in completed homes since August 2007 and the highest level for completed
inventory since early 2021.

New home prices continue to rise at a rapid clip. The median new home price rose to $450,600,

a 19.6% year-over-year gain. April's 19.6% annual gain is slightly softer than the 21.0% increase
realized in March. The slight improvement in year-over-year price growth is likely due more to the
larger declines in new home sales in the South and Midwest, which are the most affordable regions
for new homes. Median prices in April were $74,000 higher than year-ago levels.

2 | Economics

Source: U.S. Department of Commerce and Wells Fargo Economics



New Home Sales Plummet in April

14

Inventory of New Homes for Sale

Months of New Homes for Sale at Current Sales Rate

12

10

—Months' Supply: Apr @ 9.0
—12-Month Moving Average: Apr @ 6.3

2
89

Source: U.S. Department of Commerce and Wells Fargo Economics

14

12

10

Economics
New Home Sale Price
Thousands of USD
$600 $600
—Average Sales Price: Apr @ $570.3K

$550 + ——Median Sales Price: Apr @ $450.6K + $550
$500 - $500
$450 - $450
$400 r $400
$350 - $350
$300 - $300
$250 - $250
$200 - $200
$150 } } } } } } } } } } L $150

00 02 04 06 08 10 12 14 16 18 20 22

Source: U.S. Department of Commerce and Wells Fargo Economics

Economics | 3



Economic Indicator

Subscription Information

To subscribe please visit: www.wellsfargo.com/economicsemail

Via The Bloomberg Professional Services at WFRE

Economics Group
Jay H. Bryson, Ph.D.
Mark Vitner

Sam Bullard

Nick Bennenbroek
Tim Quinlan

Sarah House
Azhar Igbal
Charlie Dougherty
Michael Pugliese
Brendan McKenna
Shannon Seery
Nicole Cervi

Sara Cotsakis
Jessica Guo

Karl Vesely
Patrick Barley

Coren Burton

4| Economics

Chief Economist

Senior Economist
Senior Economist
International Economist
Senior Economist
Senior Economist
Econometrician
Economist

Economist

International Economist
Economist

Economic Analyst
Economic Analyst
Economic Analyst
Economic Analyst
Economic Analyst

Administrative Assistant

704-410-3274
704-410-3277
704-410-3280
212-214-5636
704-410-3283
704-410-3282
212-214-2029
212-214-8984
212-214-5058
212-214-5637
332-204-0693
704-410-3059
704-410-1437
704-410-4405
704-410-2911
704-410-1232
704-410-6010

Economics

Jay.Bryson@wellsfargo.com
MarkVitner@wellsfargo.com

Sam.Bullard@wellsfargo.com

Nicholas.Bennenbroek@wellsfargo.com

Tim.Quinlan@wellsfargo.com
Sarah.House@wellsfargo.com
Azhar.lgbal@wellsfargo.com
Charles.Dougherty@wellsfargo.com
Michael.D.Pugliese@wellsfargo.com
Brendan.Mckenna@wellsfargo.com
Shannon.Seery@wellsfargo.com
Nicole.Cervi@wellsfargo.com
Sara.Cotsakis@wellsfargo.com
Jessica.Guo@wellsfargo.com
KarlVesely@wellsfargo.com
Patrick.Barley@wellsfargo.com

Coren.Burton@wellsfargo.com


http://www.wellsfargo.com/economicsemail

New Home Sales Plummet in April Economics

Required Disclosures

This report is produced by the Economics Group of Wells Fargo Bank, N.A. (“WFBNA”). This report is not a product of Wells Fargo Global Research and the
information contained in this report is not financial research. This report should not be copied, distributed, published or reproduced, in whole or in part. WFBNA
distributes this report directly and through affiliates including, but not limited to, Wells Fargo Securities, LLC, Wells Fargo & Company, Wells Fargo Clearing Services,
LLC, Wells Fargo Securities International Limited, Wells Fargo Securities Europe S.A., Wells Fargo Securities Canada, Ltd., Wells Fargo Securities Asia Limited and
Wells Fargo Securities (Japan) Co. Limited. Wells Fargo Securities, LLC is registered with the Commodity Futures Trading Commission as a futures commission
merchant and is a member in good standing of the National Futures Association. WFBNA is registered with the Commodity Futures Trading Commission as a swap
dealer and is a member in good standing of the National Futures Association. Wells Fargo Securities, LLC and WFBNA are generally engaged in the trading of futures
and derivative products, any of which may be discussed within this report.

This publication has been prepared for informational purposes only and is not intended as a recommendation offer or solicitation with respect to the purchase or
sale of any security or other financial product nor does it constitute professional advice. The information in this report has been obtained or derived from sources
believed by WFBNA to be reliable, but has not been independently verified by WFBNA, may not be current, and WFBNA has no obligation to provide any updates

or changes. All price references and market forecasts are as of the date of the report. The views and opinions expressed in this report are not necessarily those of
WFBNA and may differ from the views and opinions of other departments or divisions of WFBNA and its affiliates. WFBNA is not providing any financial, economic,
legal, accounting, or tax advice or recommendations in this report, neither WFBNA nor any of its affiliates makes any representation or warranty, express or implied,
as to the accuracy or completeness of the statements or any information contained in this report and any liability therefore (including in respect of direct, indirect
or consequential loss or damage) is expressly disclaimed. WFBNA is a separate legal entity and distinct from affiliated banks and is a wholly owned subsidiary of
Wells Fargo & Company. © 2022 Wells Fargo Bank, N.A.

Important Information for Non-U.S. Recipients

For recipients in the United Kingdom, this report is distributed by Wells Fargo Securities International Limited ("WFSIL"). WFSIL is a U.K. incorporated investment
firm authorized and regulated by the Financial Conduct Authority (“FCA”). For the purposes of Section 21 of the UK Financial Services and Markets Act 2000 (“the
Act”), the content of this report has been approved by WFSIL, an authorized person under the Act. WFSIL does not deal with retail clients as defined in the Directive
2014/65/EU (“MiFID2”). The FCA rules made under the Financial Services and Markets Act 2000 for the protection of retail clients will therefore not apply, nor will
the Financial Services Compensation Scheme be available. For recipients in the EFTA, this report is distributed by WFSIL. For recipients in the EU, it is distributed

by Wells Fargo Securities Europe S.A. (“WFSE”). WFSE is a French incorporated investment firm authorized and regulated by the Autorité de contréle prudentiel et
de résolution and the Autorité des marchés financiers. WFSE does not deal with retail clients as defined in the Directive 2014/65/EU (“MiFID2”). This report is not
intended for, and should not be relied upon by, retail clients.

SECURITIES: NOT FDIC-INSURED - MAY LOSE VALUE - NO BANK GUARANTEE

Economics | 5



	Important Disclosures

