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U.S. News: U.S. home resales surge --- Annual rate in October rose 10.1% as prices and inventories fell 

By Jeff Bater and Dawn Wotapka
November 24, 2009

WASHINGTON -- U.S. home resales jumped in October, rising more than expected and helping to fuel a rally in stocks.

Sales of existing homes increased 10.1% to a 6.10 million annual rate from 5.54 million in September, the National Association of Realtors said Monday.

Inventories kept shrinking. Prices fell, but the NAR said the decline was the smallest in more than a year.

The 6.1 million rate was the highest since February 2007. Economists surveyed by Dow Jones Newswires expected a 2.3% increase in sales during October, to a rate of 5.7 million.

"Many buyers have been rushing to beat the deadline for the first-time buyer tax credit," NAR economist Lawrence Yun said.

The October sales came as buyers rushed to take advantage of the tax credit before it expired Nov. 30. Though the tax credit has since been extended, several industry experts said the once-robust buyer traffic has weakened, with no recent evidence of a rebound -- possibly, because the October land grab comprised buyers who would have been scooping up homes now or over the next few months.

Should the slowdown continue, homes could sit on the market longer, pushing the inventory count higher. The winter months are usually slow for buyers and sellers. No one wants to shop in the cold -- snow storms and ice patches derail plenty of open houses -- and sellers "don't want to have people trudge through house when it's decorated" for the holidays, said Leif Thomsen, chief executive of Mortgage Master Inc., an independent mortgage company. He estimates between 20% and 30% of sellers hold back on listings until early January.

Aside from the tax credit, low prices and mortgage rates have drawn in buyers, concerned as the U.S. unemployment rate climbed in October to 10.2%. The average 30-year mortgage rate was 4.95% in October, down from 5.06% in September, Freddie Mac data showed. The NAR reported the median price for an existing home last month was $173,100, down 7.1% from $186,400 in October 2008.

The inventory count is "a positive sign, but it's just an aberration based on where we are based on the calendar year," Mr. Thomsen said. Existing-home sales were 23.5% higher last month than the level in October 2008.

The October surge in sales follows a disappointing housing-sector report last week showing U.S. construction tumbled in October to the lowest point in six months.

"There is still a large pent-up demand that can be tapped before the tax credit expires," Mr. Yun said.

Inventories of previously owned homes decreased 3.7% at the end of October to 3.57 million available for sale. That represented a seven-month supply at the current sales pace, compared with an eight-month supply in September.

Regionally, sales in October compared to September rose 11.6% in the Northeast, 14.4% in the Midwest, 12.7% in the South, and 1.6% in the West. Of the 6.10 million in overall U.S. sales, 30% were distressed, which includes foreclosures. That compares to a range of 45% to 50% in months during late 2008 and early 2009.

About one in seven American households with mortgages is behind on payments or in foreclosure, according to data from the Mortgage Bankers Association last week. That is up from about one in 10 a year ago.

The group reported Thursday that 14.4% of first-lien mortgages on one- to four-family homes in the third quarter were 30 days or more overdue or in the foreclosure process. That is the highest rate since the MBA began reporting such data in 1972, and works out to about 7.5 million households at risk of losing homes. The percentage is up from 10% a year earlier and 7.3% two years ago.

Loan defaults have been rising swiftly for more than three years. At first, the problem largely reflected loose lending practices during the housing boom that allowed millions of people to buy homes they couldn't afford. Now the problem is compounded by rising unemployment, which hit 10.2% in October, the highest since 1982.

Unemployment may start gradually declining in next year's first half, said Jay Brinkmann, the MBA's chief economist. If so, he said, the percentage of loans that are delinquent could start to decline by mid-2010. But he said the number of loans in foreclosure is likely to remain elevated longer as banks struggle to figure out which borrowers might be able to stay in their homes if payments are lowered.

"Housing faces important problems, including continuing high foreclosure rates," Federal Reserve Chairman Ben Bernanke said in a speech last week. "But residential investment should become a small positive for growth next year rather than a significant drag, as has been the case for the past several years."
