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Choppy Home Sales In April As New Home Sales Jump, Existing Sales Fall;
Foreign Investors’ Agita Over Holding Dollars Raises Risk Of A Housing Downturn

¢ Existing home sales fell more than expected in April, while new home sales rose.

e March had the highest months’ supply for existing listings since 2016, though the absolute level of listings
is down by a third since then.

e Existing home sales might rebound in April since mortgage rates dipped early in the month on economic
uncertainty.

o |f the economy weakens and the Fed cuts rates, lower mortgage rates could aid home sales in 2025 and
2026 and cushion a slowdown.

o However, foreign investors are shying away from U.S. capital markets amid the trade conflict, pushing
mortgage rates higher.

o |f foreign investors can’t be reassured that their money is welcome in our country, a housing downturn
could become a tail risk in 2025 and 2026.

Existing home sales pulled back 5.9% to a 4.02 million seasonally-adjusted annual rate in March, below the 4.13
million consensus. Existing home sales fell 2.4% on the year. Listings of existing homes rose to 1.33 million, up
from 1.11 million in March 2024. Existing listings were equivalent to 4.0 months’ supply at the March sales pace,
up from 3.2 months in March 2024. This was the highest level of months’ supply for the month of March since
2016, but both sales and listings are way down from then—listings are down by nearly a third.

New home sales jumped 7.4% in March after a 3.1% increase in February and were up 6.0% from a year earlier.
New home listings pulled back to 8.3 months’ supply at the March sales pace. In absolute terms, new home listings
are near the highest since 2008. The median price of an existing home sold rose 2.7% on the year in March to
$403,700, while the median price of a new home sold fell 7.5% on the year to $403,600.

Considering both releases, housing sales were choppy in March, with a big jump in new sales but a drop in existing
sales. In the newly built segment, builders are offering mortgage rate buydown incentives and trimming floorplans
to ease affordability challenges, helping to keep units moving. They are also discounting, making newly-built homes
unusually price competitive with existing ones—it’s quite unusual for the median sale price of an existing home to
be higherthan anew home inthe U.S., asit was in March. This partly reflects that new construction is concentrated
in the South, where prices are lower.
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The long-term outlook for U.S. housing is bullish. Working-age Americans want more living space than before the
pandemic because more of them work remotely. That increases demand for home offices and other living space.
Higher demand for residential space is the flip image of chronically weak demand for office space.

But in the near term, home sales will depend on crosswinds in the broad macro backdrop. Increased uncertainty
about the economic outlook caused mortgage rates to dip in early April, which could help existing sales rebound
when this month’s data are published in May.

However, mortgage rates have risen over the rest of April as foreign investors shied away from parking their money
in U.S. capital markets. That has pushed up long-term interest rates, like mortgage rates, relative to shorter-term
interest rates. Short-term interest rates are largely set by the Fed. Long-term rates are influenced by the Fed, but
also by the decisions of the investing public, including foreign investors.

Typically, when the economy slows and the Fed cuts rates, mortgage rates fall and help housing propel a rebound
from the soft patch. In recent years, high mortgage rates have been a big headwind to home sales, so sales have a
lot of room to rebound if rates come down. Comerica’s April forecast sees mortgage rates falling this year and next
and supporting growth of existing and new home sales, despite prices that are high relative to disposable incomes.

However, housing won’t rebound if foreign investors can’t be reassured that holding dollars is still a good idea. If
foreign investors’ concerns about their exposure to the U.S. economy deepen, mortgage rates and other long-term
interest rates might stay high even if the economy enters a recession and the Fed cuts short-term rates more than
expected. That would increase the tail risk of a painful housing correction.

Existing Home Prices Rising Moderately, While Competition

Pushes New Home Prices Lower

30 Median Transaction Price, Year-over-Year % Change
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