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New Home Sales Wane in April
Plentiful Supply and Softer Price Pressures Remain an Advantage
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Looking ahead, builders still enjoy several advantages that are likely to support sales

this year. Although slightly improved, existing home inventories remain low, which

should continue to push buyers into the new home market where inventories remain
plentiful. Builders also appear willing to reduce prices and offer incentives to stabilize
demand. Builders surveyed by NAHB stepped up their use of price cuts and mortgage rate
buydowns in May, which could potentially help to bring buyers back from the sidelines.

All estimates/forecasts are as of 5/23/2024 unless otherwise stated. 5/23/2024 12:03:50 EDT. This report is available on Bloomberg WFRE
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Builders Struggle to Overcome Upturn in Mortgage Rates

New home sales dropped 4.7% in April to a 634K unit pace, a sharper decline than expected by the
consensus forecast.

Builders have been fairly successful employing mortgage rate buydowns and price cuts to spark
buyer interest, even as affordability conditions have grown more adverse. However, April's
downturn suggests that not all builders are able to offset the recent leg-up in financing costs.
The 30-year fixed mortgage rate climbed throughout April and reached as high as 7.2% in early
May according to Freddie Mac. Although rates have since fallen back a bit, early April's surge in
financing costs likely weighed on buyer demand over the month.

April's dip nearly reversed March's spike in sales, which was revised lower. The slower sales pace
brought the average pace of new home sales so far this year to 649K, below 2023's average pace
of 666K.

According to the NAHB, builders stepped up their use of incentives in May to offset rising
mortgage rates, with 59% of builders surveyed offering incentives to attract buyers. The
prevalence of price cuts rose for the first time in four months as 25% of builders slashed prices.
The median new home price dropped 1.4% in April to $433,500. Although new home prices were
up 3.9% year-over-year, price pressures are more muted for new construction than inventory-
constrained resales.

Plentiful supply continues to be a tailwind for builders. New home inventory rose to 480,000 units
in April, the highest count since 2008. New home inventory could sustain 9.1 months of sales in
April, up from 7.5 the year prior.

The bulk of new home inventory are homes currently under construction, but completed homes
are accounting for an increasing share. Completed homes made up 20.5% of inventory in April, up
from a low of 7.7% in June 2022.

That's not to say that completed homes are sitting unsold for longer. Finished homes sold in April
spent a median of 2.3 months on the market after completion, down from 2.7 in March. This pace
remains below the 3.6-month average registered from 2012 to 2019.

Economics

New Home Sales vs. Mortgage Rate
Average Monthly Rate; SAAR, In Thousands
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Median Single-Family Home Price

Year-over-Year Percent Change, NSA
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Inventory of New Homes for Sale
For Sale at End of Month, Thousands; Months' Supply at Current Sales Pace
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