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Existing Home Sales Surge Ahead of Rising Mortgage Rates
 
Summary

Existing Homes Sales Handily Top Expectations
Sales of existing homes jumped 6.7% in January to a 6.5 million-unit annual pace. Sales of
single-family homes rose 6.5% to a 5.76 million-unit pace, while sales of condominiums
and co-ops rose 8.8% to a 740,000 unit pace. Homes to continue to sell quickly, amidst
record low inventories and strong demand from both individual and institutional investors.
The median sales price fell slightly from the prior month on a non-seasonally adjusted
basis to $350,300, but remains up 15.4% over the past year, with prices for single-family
homes up 15.9% year-to-year and prices for condominiums and co-ops up 10.8%.
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Buyers Strive to Keep a Step Ahead of Rising Rates
Existing home sales handily beat consensus expectations in
January, with overall sales jumping 6.7% to a 6.5 million-unit
pace. Sales rose solidly for both single-family homes (+6.7%)
and sales of condominiums, townhomes and co-ops (+8.8%).
We suspect that buyers rushed to close sales on homes ahead
of rising mortgage rates. Pending home sales, which reect
purchase contracts, fell 3.8% in December, following a 2.3% drop in
November. Existing home sales, which reect closings, tend to lag
closings by 30 to 60 days, which means January's stronger-than-
expected rise must reect many of that month's buyers speeding
up the closing process in order to lock in lower mortgage rates.
According to Freddie Mac, the average commitment rate of 30-
year conventional mortgages was 3.45% in January, up from 3.10%
in December but well below the current 3.92%.

Homes are clearly selling quickly. The average home remained
on the market for just 19 days during January, which is the same
as December but down from 21 days in January 2021. The
National Association of Realtors noted that 79% of homes sold in
January were on the market for less than a month. Another reason
homes closed so quickly is that cash buyers accounted for a larger
proportion of sales. Cash buyers accounted for 27% of sales in
January, up from 23% in December and 19% in January 2021.

-40%

-30%

-20%

-10%

0%

10%

20%

30%

40%

50%

60%

2.0

2.5

3.0

3.5

4.0

4.5

5.0

5.5

6.0

6.5

7.0

7.5

04 06 08 10 12 14 16 18 20 22

M
il
li
o
n
s
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Existing Home Sales: Jan @ 6.50M (Left Axis)

Year-over-Year Change: Dec @ -6.9%(Right Axis)

Source: National Association of Realtors and Wells Fargo Economics

Inventories Continue to Drop
One reason homes are selling so quickly is there are so few homes
on the market. Total housing inventory at the end of January
totaled just 860,000, which is a record low, down 2.3% from
December and 16.5% below its level from last January. At the
current sales pace, there is just a 1.6 month supply of homes
available for sale, which is down from 1.7 months in December and
1.9 months in January 2021. Homes priced below $500,000 are
particularly scarce, while there are slightly more homes available for
sale priced above $500,000 than a year ago.

While inventories normally decline this time of year, the most
recent drop comes from extraordinarily low levels and continues
a long-running trend. The lack of inventory of lower priced homes
appears to be feeding upon itself, with homeowners increasingly
reluctant to put their homes on the market because they fear
they will not be able to nd another home they can aord. That is
an issue that will be compounded in coming months with higher
ination slowing real income growth and driving interest rates
higher.

With a larger share of existing home inventories priced above
$500,000, we would expect the median sales prices of an existing
home to rise faster in coming months and look for more buyers
to opt for condominiums and townhomes, which are often more
aordable options.
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Aordability Is a Growing Challenge for Traditional
Buyers
Rising home prices and higher mortgage rates are further eroding
aordability. The impact is most apparent among rst-time
home buyers who do not have the benet of rising equity in their
current home to help oset the surge in home prices seen over
the past couple of years. First-time buyers accounted for just
27% of existing home sales in January, which is down from 30%
in December and 33% in January 2021. With mortgage rates up
a half a percentage point over the past months, some buyers are
now likely to be priced out of the market. The impact will likely be
most apparent in higher priced home markets, where the rise in
mortgage rates will translate into substantially higher monthly
payments

We expect existing home sales to moderate in coming months
but look for the median price of homes sold to edge higher, as
higher-priced homes account for a larger proportion of sales. The
housing market is still riding some powerful tailwinds, with a wave
of Millennials reaching a point in their lives when they are marrying,
having children and purchasing their rst homes. Moreover, we
continue to see a massive aordability migration to the suburbs
and outer suburbs of the nation's largest metro areas, as well as an
accelerated migration to smaller, although still substantial, metro
areas in the South and Mountain West.

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

04 06 08 10 12 14 16 18 20 22

Existing Home Sales By Region 
Seasonally Adjusted Annual Rate, In Millions

Northeast: Jan @ 0.78M
Midwest: Jan @ 1.51M
South: Jan @ 2.94M
West: Jan @ 1.27M

Source: National Association of Realtors and Wells Fargo Economics

Economics | 3



Economic Indicator Economics

Subscription Information

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

Via The Bloomberg Professional Services at WFRE

Economics Group

Jay H. Bryson, Ph.D. Chief Economist 704-410-3274 Jay.Bryson@wellsfargo.com

Mark Vitner Senior Economist 704-410-3277 Mark.Vitner@wellsfargo.com

Sam Bullard Senior Economist 704-410-3280 Sam.Bullard@wellsfargo.com

Nick Bennenbroek International Economist 212-214-5636 Nicholas.Bennenbroek@wellsfargo.com

Tim Quinlan Senior Economist 704-410-3283 Tim.Quinlan@wellsfargo.com

Sarah House Senior Economist 704-410-3282 Sarah.House@wellsfargo.com

Azhar Iqbal Econometrician 212-214-2029 Azhar.Iqbal@wellsfargo.com

Charlie Dougherty Economist 212-214-8984 Charles.Dougherty@wellsfargo.com

Michael Pugliese Economist 212-214-5058 Michael.D.Pugliese@wellsfargo.com

Brendan McKenna International Economist 212-214-5637 Brendan.Mckenna@wellsfargo.com

Shannon Seery Economist 332-204-0693 Shannon.Seery@wellsfargo.com

Nicole Cervi Economic Analyst 704-410-3059 Nicole.Cervi@wellsfargo.com

Sara Cotsakis Economic Analyst 704-410-1437 Sara.Cotsakis@wellsfargo.com

Jessica Guo Economic Analyst 704-410-4405 Jessica.Guo@wellsfargo.com

Karl Vesely Economic Analyst 704-410-2911 Karl.Vesely@wellsfargo.com

Patrick Barley Economic Analyst 704-410-1232 Patrick.Barley@wellsfargo.com

Coren Burton Administrative Assistant 704-410-6010 Coren.Burton@wellsfargo.com

4 | Economics

http://www.wellsfargo.com/economicsemail


Existing Home Sales Surge Ahead of Rising Mortgage Rates 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 nancial research. This report should not be copied, distributed, published or reproduced, in whole or in part. WFBNA
distributes this report directly and through aliates 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 oer or solicitation with respect to the purchase or
sale of any security or other nancial 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 veried 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 dier from the views and opinions of other departments or divisions of WFBNA and its aliates. WFBNA is not providing any nancial, economic,
legal, accounting, or tax advice or recommendations in this report, neither WFBNA nor any of its aliates 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 aliated 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
rm 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 dened 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 rm authorized and regulated by the Autorité de contrôle prudentiel et
de résolution and the Autorité des marchés nanciers. WFSE does not deal with retail clients as dened 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

