
March Existing Home Sales: Sales Trend Higher But Risks To Spring Sales Season Loom 
› Existing home sales rose to an annualized rate of 5.330 million units in March from February’s (revised) sales rate of 5.070 million units. 
› Months supply of inventory stands at 4.5 months; the median existing home sale price rose by 5.7 percent on a year-over-year basis.  
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Total existing home sales rose to an annual rate of 5.330 million units in March, 
matching our slightly above-consensus forecast. Sales were up in each of the four 
broad geographic regions, with the Midwest region logging the largest increase. 
Despite the solid headline sales number, there is cause for concern in the details of 
today’s release, as the existing home market remains significantly undersupplied. This 
raises the prospect that there may not be all that much spring in this year’s spring 
selling season thanks to a lack of inventory. At the same time, limited inventories are 
continuing to support sturdy house price appreciation, with the median existing home 
sales price up 5.7 percent year-on-year.  
 
As we routinely note, we are far more interested in the not seasonally adjusted data 
than in the seasonally adjusted annualized headline sales numbers, and we see the 12-
month moving sum of unadjusted sales to be the most meaningful gauge of underlying 
sales trends. As seen in the top chart, the underlying trend is far smoother than the 
monthly headline numbers. Admittedly, it’s more fun to swing between euphoria and 
despair each month with the twists and turns in the headline number, even if the noise 
in that series precludes any meaningful analysis. But, the more staid underlying trend 
shows us that in the 12 months ending in March there were 5.309 million existing 
home sales in the U.S., which is the highest 12-month total since September 2007. As 
seen in the bottom chart, sales have been trending higher, even if at a slow pace, across 
the four broad geographic regions but of late sales in the West, where the inventory 
constraints are amongst the most severe, have flattened out.  
 
March marks the tenth consecutive month in which inventories are down on a year-
over-year basis and a months supply of just 4.5 months is indicative of a significantly 
undersupplied market. The NAR inventory data are not seasonally adjusted, and the 
seasonal patterns in the data are evident in our middle chart. What we typically see is 
inventories build – at an increasing rate – in February, March, and April. While we 
have seen those patterns this year – the magnitude of the month-to-month increases in 
February and March are in line with historical norms – the problem is these increases 
are coming off an abnormally low base. And, should normal patterns hold in April, a 
month in which inventories typically log a double-digit gain, this will still leave the 
market undersupplied at what normally is the most active sales period of any year.  
 
While we do not put much stock in the median sales price, as it is skewed by the mix 
of sales in any given month, the various repeat sales price indexes – we follow the 
CoreLogic HPI data most closely – lend credence to the argument that lean inventories 
are propping up house price appreciation. While it can be argued that rapid price 
appreciation is checking growth in demand, as it curtails affordability, we would also 
argue that rapid price appreciation may also be holding back supply, as some 
prospective sellers could be holding out for even higher prices down the road. It is also 
worth noting that while distress inventories are elevated by historical norms, they are 
nonetheless down considerably from cyclical peaks, so what had earlier in this cycle 
been a steady inflow of distress has slowed – in March distress sales accounted for 8 
percent of total existing home sales, compared to 10 percent last March. Finally, do not 
discount the impact of the single family rental REITS when analyzing the root causes 
of the inventory shortfall. These REITS gobbled up a sizeable share of distress 
properties and funneled them to the rental market. Our question from day one has been 
at what point would there be sufficient price appreciation to incent these REITS to 
place these properties on the sales market, but with rent growth still running hot, there 
has just been little incentive for such a flip, at least on a large scale. 
 
So, while we maintain a constructive view of the demand side of the market, we 
remain concerned that inventory constraints will choke off growth in sales.
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Inventory Constraints A Threat To Spring Sales Season
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Steady Upward Trend Remains In Place
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Sales Increase Slowly, Steadily Across All Regions
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