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TheREALTORS® Confidence Ind@XCI) Reportprovides monthly information about
market conditions and expectations, buyer/seller traffic, price trends, buyer profiles, and issues
affecting real estate based on data collected in a monthly survey of REALTOR®®&.uly
2014 report is based on the responses of 3,901 REALTORS® about their transactions in July
20141 Responses were received from August 1, 2014. Questions about the characteristics of
the buyer and the sal e ar esachoafreddlywhichonehe REALT
combined basiare viewed to be representative of the sales for the month. All real estate is
local: conditions in specific markets may vary from the overall national trends presented in this
report.

The Report also contains commentariesi®Research Department on recent economic
data releases and policies affecting housing.
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Gay Cororaton, Research Economist
Thomas J. Doyle, Director , Marketiagd Communications

Meredith Dunn, Research Communications Manager

! The survey was sent to 50,000 REALTORS® who were selected through simple random sanopling.

increase the response rate, the survey is also sent to respondents in the previous three surveys and who provided
their email addressesThe number of responses to a specific question varies because the question is not applicable
to the respondent orebause of nonesponse. To encourage survey participation, eight REALTORS® are selected
through simple random sampling to receive a gift card.
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SUMMARY

The July 2014 survey indicates that REALTORS® continued to hold a modest
assessment about current conditions #red outlook for the next six monthREALTORS®
reported some uptick in inventoryn some areagin CA, FL, ME, MI, IN, ID, and VA, but
generally,supply remained tight relative to demand in many areasspeci al |y for il
i mi dpdrliec e d 0 Didtressed salesontinued to account for a smaller share of the market
REALTORS® continued toreportabout the restrictive efféexof the currentcredit conditions
especially in relation tdhe credit score and downpaymeaeguirementshat will qualify buyers
for a mortgage. Thdhome buyingprocess was reported to fiel ong and di ffi cul
i g u abbrioweys. Although thehome pricerecovery has encouraged more listingg, $trong
price growth amid modest wage income gains &dao made homes less affordabteeaing a
demand for lowepriced homesthat are, unfortunately, in short supply. Changes in the FHA
mortgage insurance premium regulatiaig cost of obtaining flood insurancandincreases in
property taxeswere also reported to bleaving a negative impact on potential salesSHA
financingregulationscontinued tdoe reported as severetgpedingcondominium sales.

Juy 2014 REALTG® Confidence Index Survey Highlights

July 2014  June 2014  June 2013

RCIkCurrent Conditions: Single Family Séles 60 62 68
RCi 6 Month Outlook: Single Family Salds 60 63 69
RCkBuyer Traffic Inde&l 55 58 66
RCiSeller Traffic Indexl 45 44 45
Firsttime Buyers, as Percent of Sa(és) 29 28 29
Cash Sales, as Percent of S@i6s 29 32 31
Sales to Investors, as Percent of Séles 16 16 16
Distressed Sales, as Percent of S@es 9 11 15
Median Days on Market 48 44 42
MedianExpected price growth in next 12 mont{is) 34 3.6 48
/IAn index of 50 delineates fAimoderateodo conditions and i

and Astrongo (i ndralkresfoddents havingneodetate (=609 axmectations. The index is not
adjusted for seasonality effects.
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. Market Conditions

REALTOR S® Confidence Continued to Moderate in July 2014

Confidence about current market conditialezlinedacross all markets Juy 2014
compared tdune 2014 In the single family market, tiREALTORS® Confidence Index
Current Conditiondor single familyhnomesdipped to 60 (62 in Jungindicating that a smaller
percentage of REALTORE respondents viewed the
ago. The indexesfor townhouses/duplexasayed a4 while the index for andominiumsalso
remained aB9. An index above 50 indicates thabre than half of REALTOR® respondents
viewed housing cdnditions as fistrongo.

Confidence about the outlook for the next six monsimsilarly declinedn Juy
compared tdune Thesix-month Outlook Indexor single familyhomesfell to 60 (63 in Juneg;
the index for townhouse=dged down td5 (46 in June); and theindex for condominiums
dropped ta10 (41 in Jung.

Tight inventory, difficultes inobtainingmortgags, andweak job growthwere the main
concerns reported by REALTORS®. In some areas, the uncertainty about flood insurance rates,
and the increase in property taxes were also cited as adversely affectingtdales.
condominium accreditationffancing regulations continued to adsely impactondominium
sales

REALTORE onfidence Index Current Conditions-
as of July 2014 RCI Survey
(50="Moderate" Conditions)

80
—SF  —Townhouse Condo

60 /-\-\7 ‘A\GO
® W/\/MM

0

I N O 4 10 O 4 1O O 4 10 0O 4 10U 0 4 U o d 1
O O O O O O O O O OO OO0 oo o o o o o
0 0 0O O O O O O O d d d N N N OO MO ;O <« <
O O O O O O d d d d A d A A A A A A A
O O O O O O O O O O O O O O oo o o o o o
AN AN AN AN AN AN N AN N AN AN NN N NN NN NN N
2 - . ~ Y . -
An index of 50 delineates fimoder ateo conditions an

AweakoQ)nadexd=fistrongo ( iomadiresponder@sthavingg modeeate (=aQ) éxpeotations
The index is calculated as a weighted average using the share of respondents for each index as weights. The index is
not adjusted for seasonality effects.
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REALTORC onfidence Index Six Month Outlook-
as of July 2014 RCI Survey
(50="Moderate" Outlook)
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Buyer Traffic Index Dropped in July

The Buyer Traffic Indexieclinedin Juy to 55 (58in Jung. Meanwhile, although
inventory is improving, supply is still broadly tight: the I8elTraffic Indexis still below 50 and
essentially stayed flat ab@4 in Jund>. An index above 50 indicates that menen half of
REALTORSE view traffic conditions as fistrongo

REALTORS® reported some uptick in inventorin CA, FL, ME, MI, IN, ID, and VA,
but supply remained tight relative to demandinmanyareas peci al |y f or - Al ower
pr i cedoThareweer seports thabmepotential selles are hesitant to sddecause of
concerns that they will ndind an affordable replacement home watttequate mortgage
financingin a tight market. Other potential sellen®waiting for further price increaseither to
increaseéheequity gain or to move out @fnegative equityosition

NAR also tracksdot traffic using Sentrilock, LLC datd.ockboxes made by SentriLock,
LLC. are used in roughly a third of home showings across the natlaaindexrose ta54.8 in
July (42.5 in June), which indicates that more théalf of the roughly 200 marketsackedin
this panefreportedan increaseén foot trafficin July ( See Section IV Commentaries for a
discussion of this index.)

3 An index of 50 delineates fAmoderateo conditions an
Aweako(index=0) and fistrongo (index=100) expectations
The index is calculated as a weighted average tikaghare of respondents for each index as weights. The index is

not adjusted for seasonality effects.
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REALTORSnNdexes of Buyer and Seller Traffic
as of July 2014 RCI Survey
(50="Moderate" Conditions)
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Fewer REALTORS® Report Rising HomePrices

Fewer REALTORS® reported rising prices than was the case in J un@rbatdnices
are still broadly rising Approximately65 percentof REALTOR® respondents rep@d that

the price of theifi a v e momeajransaction i s

hi gher

a pedrag@68percmm a r e d

in June). About 23 percent reported constant pricaed12 percent reported lower pricéeBght

inventory hasustainedthe price growth in many areas

Percentage of REALTOR® Respondents Reporting Price
Change from a Year Agas of July 2014 RCI Survey
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With inventory still generally tight and multibidding prevalergpeoximately 4 percent
of reported sales were at a net premazomparedo the original listing price. In mi@013,
about 20 percent of REALTOR® respondents reported selling properties at a préiaut70
percent ofproperties sld at a dicount compared to the listing priegth about half reporting a
discount of 0 to 10 percent

Percentage Distribution of the Price Discount /Premium
Onthe Original Listing Priceof Properties Sold by
REALTORS@s of July 2014 RCI Survey
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Percentage Distribution of Net discount or Net Premium From the
Listing Price ofSales Reported By REALTORS®
July 2014 RCI Survey

net premium of greater than 23%j3 0.2%
net premium of 20-23% 1 0.2%
net premium of 16-19% § 0.4%
net premium 12-15% & 0.4%
net premium 8-11% = 1.4%
net premium of 4-7% e 3.8%
net premium of greater than O to 3°/§= 7.3%

0% net discount or net premiurr d 16.8%
net discount of greater than Oto 3 % d 25.8%
net discount of 4-7% | d 19.6%
net discount of 8-11% | d 11.1%

net discount of 12-15% =" 5.6%
net discount of 16-19% s 2.3%
net discount of 20-23% s 2.9%

net discount of greater than 230_c= 2.2%
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REALTOR S® Expect Prices to Increase Modestlyin the Next 12 Months

REALTORS® respondingto the surveyexpecthomepricesto increasemodestly in the
next 12 monthswith the median expectegtice increaseat 3.4 percent. The expected price
change is modest comparedthe strong price growth in 20422013 Local conditions vary, but
concers about how borrowers are finding it difficult to obtain a mortgage amdak job
recovery appear to henderpinning the modest price expectation.

The mapshows themedianexpected pce changdn the next 12 monthby state of
REALTOR® responénts intheMay 1 July 2014surveys Respondents from Florida and Texas
were the most upbeat. Tight inventory and ttiergy growthin Texas metro areas may account
for the optimistic outlookExpected price growth is more modest in other states

Median Expected Price Change of REALTORS® in Next 12 MonthsBy State
Based onMay 2014 July 2014 RCI Surveys

=

v

Expected price increase
[] 1tolessthan3% [ 3% to 5%

M greater than 5% to 6%

4 The median expected price change is the value such tha¢ré&ént of respondents expect prices to change
above this value and 50 percent of respondents expect prices to change below this wad&an expected price
change is computed for each state based on the respondents for that state. The graph shuoyesdf these state
median expected price change. To increase sample size, the data is averaged from the last three survey months.
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Properties Typically Sold Within 48 Days in Juy

Propertiestypically sold within 48days in July (44 days in Juie$hort sales were on
the market for the longestt 93 dayg120 days in June), anafeclosed propertiegrere on
market at58 days (% days inJung. Nondistressed propertiegere on the market ab4lays
(42 days inJung. Conditions vaed across areasApproximately O percentof respondents
reported thaproperties were on the market for less than a meh#im sold, and aboa#
percent were on the market for more than six months.

Median Days on Market of Sald®eported By
REALTORS@s of July 2014 RCI Survey
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Distribution of Sales Reported by REALTARS ime On
Market--July2014 RCI Survey
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° This is the median days on the market. A median of say 30 days medmaftbéthe properties were on

the markefor less tharB0 days and another half of properties were on the market for mor8Gtdms.
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ll. Buyer and SellerCharacteristics

Sales to First Time Buyers: 29 Percent of Sales

Approximately29 percent of REALTORS® reportedthat their last transaction iy
was by dirst time home buyef28 percent inJune)®. Access to financing remains a major issue
for most buyers, specifically in relation to meeting the credit score and downpayment
requirements to be granted a mortgage (which many REALTORS® cite as 740+ and 20 percent
down). The processas reported by regndents to the surveydsl ong, 0 Acompl i cat
di fficulto even f dlso, sironghbmeprigesappretiatioriaswoutpacede r s .
wage growth and have made homes less afford@b&eeffective increases in tké1A mortgage
insurance @miums were also reportedlie puttingan additional strain on buyers.
REALTORS® commented on the difficulty of obtaining FHA financing for condominiums,
which are typically the starter homes for fitshe buyers

First Time Buyers as Percent of Market
as of July 2014 RCI Survey
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Cash Siles 29 Percent of Sales

Approximately29 percent oREALTOR® respondents reportetthat their last
transaction was eash sale(32 percent in June’ Investorsforeign clients and buyers of
second homes and distressed properties are more likely to pay cash tfizimirsiome buyers.
About 10 percent ofreported sales to Bt-time buyes were cash sales compared to akiflto
70 percenbf buyers of property for investnt purposes anthternational buyersBuyers

é First time buyers accowrdfor about38p er cent of al | homebuy21i3Profleased on

of Home Buyers and SeleARb6s survey of buyers and sellers in gener
does cover both existing and new home sales.
! The RCI Survey asks about the most recent sale for the month.
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paying all cash are reported to be winnimds over firsttime buyers who generally obtain
mortgage financing.

Cash Sales as Percent of Market
as of July 2014 RCI Survey
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Percent of Sales Reported by REALTORS® That dtagk]|
by Type of Buyer July 2014 RCI Survey
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Most First time Home Buyers Pay Low Down Payment

Amongfirst-time buyes who were reported to have useadrtgage financingn the
months ofMay i Juy 2014,about66 percentmade a downpaymennder6 percentStill, this is
a declinefrom the 74 percenfigurein 2009. Higher down paymest, typically at 20 percent,
may be required to compensate for the weak
a barrier to the purchase ofahome sihet y pi c al r enmy besudtantialydegsi n g s
than thedownpayment and closing ¢es On the other handor buyers with sufficiensavings
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or financial resourcesa highedownpaymenéenables therto save on the monthly mortgage
insurance premium payments.

Percent of Firstime Buyers Obtaining a Mortgage Who

Put in 0% to 6% Down Paymerds of July 2014
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Sales for Investment Purposes: 16 Percent of Sales

Approximatelyl6 percent oREALTOR® respondents reportetthat their last sale was
for investment purposesgmesinceMay). Since January this yearhd share of sales for
investment purposes appears to be on the decline frohistiogicalaverage of about 20 percent
in recent yearsFor investors intending to rent out the properiging home pricesre cutting
into profits even if rents continue to rise.

Sales to Investors as Percent of Market
as of July 2014 RCI Survey
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