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New-home sales jump nearly 10% in July

Up four months in a row, sales are highest since September, U.S. data show

By Rex Nutting, MarketWatch 

WASHINGTON (MarketWatch) -- Sales of new homes rose for the fourth month in a row in July, increasing an estimated 9.6% to an annual rate of 433,000, the Commerce Department reported Wednesday. 

The seasonally adjusted sales rate was the highest since last September. The fourth consecutive increase in sales adds to the growing body of evidence that the market is finally expanding again after sinking to a record-low sales pace of 329,000 in January. 

"This is another encouraging sign that U.S. housing is finally on the mend," wrote Jennifer Lee, an economist for BMO Capital Markets. 

"It certainly looks like the worst is behind us," said Leif Thomsen, chief executive officer of Mortgage Master, a top non-bank lender. "The key is to make sure interest rates stay low." 

Sales for last month, while 13.4% lower than in July 2008, are up 31.6% from the January bottom, the data showed. 

Sales are being boosted by more affordable prices, low mortgage rates and government incentives to buy homes. Still, unemployment, rising foreclosures and falling prices are keeping some buyers on the sidelines. 

"New home sales have clearly moved off of their cyclical lows, but there remains ample reason to doubt whether this increase in sales can be sustained over coming months, particularly given that the first-time buyer tax credit is set to expire Nov. 30," wrote Richard Moody, chief economist for Forward Capital. 

Government statisticians have low confidence in the monthly report on new-home sales, which is subject to large revisions and large sampling and other statistical errors. 

In most months, the government isn't sure whether sales rose or fell. The standard error in July, for instance, was plus or minus 13.4%. 

The government says it can take up to five months to establish a statistically meaningful trend in sales. Over the past five months, sales have been on a 373,000-unit annual pace, up from 358,000 in the five months through June. 

For all of 2008, 485,000 homes were sold. In 2007, it was 776,000. 

Sales in April, May and June were revised higher in the latest report. Sales increased 9.1% in June to a 395,000 pace, up from 384,000 reported earlier. 

Economists had expected July's sales of new homes to come in at 395,000, according to a survey conducted by MarketWatch. 

Slack construction 

Meanwhile, inventories of unsold new homes fell 3.2% to 271,000, the lowest in 16 years. This represented a 7.5-month supply at the July sales rate, the lowest in two years. 

Builders have cut back on production of new homes, but they still face rising inventories of unsold existing-homes as foreclosures continue to mount up. 

The number of homes for sale under construction fell 1.8% to 112,000, the lowest on record since the data were first collected in 1963. 

It's taking a record 12.4 months to sell a home once it's completed. 

The median sales price of a new home fell to $210,100, down 11.5% compared with a year earlier. 

Sales rose in three of four regions, led by a 32% rise in the Northeast and followed a 16% gain in the South. Sales rose 1% in the West but fell 8% in the Midwest.

