
June New Home Sales: Trend Rate Of Sales Likely To Remain Rangebound  
› New home sales rose to an annual rate of 646,000 units in June from May’s (revised) sales rate of 604,000 units › Months supply of inventory stands at 6.3 months; the median new home sale price was unchanged year-on-year  
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New home sales rose to an annualized rate of 646,000 units in June, below what we and the 
consensus expected, while prior estimates of sales over the March through May period were 
revised lower. On a not seasonally adjusted basis, there were 57,000 new home sales in June, 
below our forecast of 62,000 units, At $310,400, the median new home sales price was flat 
on an over-the-year basis, but the mix of sales tilted slightly more in favor of higher priced 
homes in June relative to May’s sales mix. As of June, the months supply metric stands at 
6.3 months. Despite weaker than expected sales, the share of total sales accounted for by 
units on which construction had not yet started rose in June, leaving builders with larger 
backlogs. Home sales were weaker than anticipated in June despite favorable mortgage 
interest rates, ongoing improvement in labor market conditions, and still-elevated consumer 
confidence. To some extent, this is in keeping with the pattern illustrated in our middle chart, 
which shows that the month of June is typically not kind to new home sales. More 
fundamentally, the level of new home prices suggests that, despite low mortgage interest 
rates, affordability constraints are acting as a drag on new home sales.  
 
At 57,000 units, not seasonally adjusted sales in June were up 1.7 percent on an over-the-
year basis, though there were sharp differences across the broad Census regions. On an over-
the-year basis, sales in the South region were up 21.4 percent and sales in the West were up 
1.8 percent, while sales in the Midwest were down 16.7 percent and sales in the Northeast 
were down by 50.0 percent (that is worse than it seems given the small number of sales in 
the Northeast region, 2,000 this June, 4,000 last June). The 5,000 not seasonally adjusted 
sales in the Midwest region in June are below seasonal norms, and that has been the case 
with the data on residential construction and home sales over the past several months due to 
severe flooding in that region. It would seem reasonable to expect that at some point we will 
see some payback in the data, though the “when” part of that is far less clear. As of June, the 
running 12-month total of not seasonally adjusted sales stands at 623,000 units, up slightly 
from May’s total of 622,000 units. Home sales, new and existing, were knocked off course in 
late-2018 as sharply higher mortgage rates teamed up with elevated prices to put a 
meaningful dent in affordability. While lower mortgage interest rates over the course of 2019 
have helped, sales nonetheless have yet to return to what had been a steady, albeit slow, 
upward trend prior to Q4 2018. The question is whether or not that will happen over coming 
months. We think it will, but it’s looking like it will take longer than we had anticipated. As 
our bottom chart shows, the running 12-month total of not seasonally adjusted sales in the 
South has risen modestly above where it was at the end of Q3 2018 while the total for the 
West region has recaptured nearly all of the decline seen in Q4 2018. Sales in the Northeast 
had already been trending down by the time sales in other regions weakened in late-2018, 
and sales in the Midwest continue to drift lower, though, as noted earlier, flooding continues 
to weigh on residential construction and sales in this region.   
 
Homes priced below $300,000 accounted for 47.4 percent of all new home sales in June, 
down from 49.2 percent in May. These shares tend to bounce from one month to the next, 
but the trending data show an ongoing, but slow, shift in the mix of sales toward homes 
priced below $300,000. That this shift has been so slow does suggest that to the extent 
affordability remains an issue for prospective buyers, this is something that will change only 
slowly despite some of the larger national builders stating they intend to target first-time 
buyers by building smaller and more affordable homes. In the interim, however, cuts in the 
Fed funds rate will do little, if anything, to alleviate affordability constraints. 
 
That the new home sales data are highly volatile and prone to large revision makes it difficult 
to get a good read on where we go from here. The recent data on new home sales, 
particularly with downward revisions to prior months, are at odds with reports by builders of 
rising orders. At some point, the two should square, but when that happens is anyone’s 
guess. Moreover, we are now in the part of the year in which new home sales tend to be 
seasonally weak, so  evidence of improvement may be hard to come by over coming months.    
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New Home Sales May Be Rangebound For A While
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Things Are Soft All Over . . .
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June Typically Not Kind To New Home Sales
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