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June 6, 2011 

 
SALES   Month over Month 
 
Sales rose 5.1% in May to 9,809, almost recouping the 6.1% decline in April. This metric is 

positive news indicating that Buyers continue to  take advantage of extraordinary housing 

affordability with sales over the 9,000 mark for the third month in a row. 

 
SALES   Year over Year 
 
Sales were up 8.1% over the May 2010 figure of 9,077.   May’s  9,809 sales is the second 

highest sales figure since August of 2005. 
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NEW INVENTORY 
 

New inventory declined  again in May with 10,459 new listings added to the market.  This 

represents a  3.8% decline from  April’s figure of 10,874.  May’s lower figure interrupts 

the wave pattern of new inventory started in December possibly signaling the beginning 

of a downward trend. 

TOTAL INVENTORY 
 
The downward total inventory  trend line, started from a high in November of 45,353, 

continues in May to  31,661, 8.3% lower than April and the lowest figure in the past 24 

months.  It represents a 23.4% year over year decline from the May 2010 figure of 41,317. 

Total inventory represents the supply side of the market balance and continuing declines 

are a welcome sign. 
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MONTHS SUPPLY OF INVENTORY (MSI) 
 
Total market MSI continued to decline in May to 3.23, less than half of January’s 6.56 MSI.   

MSI less than 4 indicates a Seller’s market, which has been the case for the last three 

months.  Marketwide MSI is seen as a barometer of overall market health and not repre-

sentative of smaller market niches, which have their own individual MSIs. 

NEW LIST PRICES 

 

New median list price increased a meager 1% in May to $122,500, continuing the relatively 

flat pricing trend line begun in November.  May’s figure is the sixth lowest median price 

figure of the decade.  However, it does represent a 5% increase over the decade’s lowest 

median price of $117,000 set in January.  May’s average list price increased  1.1% from 

April to $195,400. The average list price for May is the third lowest of the decade behind 

December’s $190,959 and April’s $193,168. 
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SALES PRICES 

 
The median sale price for May is the lowest of the decade at $108,300, representing a 

2.4% decline from April.   Average sales price of $158,780 is the fourth lowest of the dec-

ade, 1.5% below April’s average and 10.3% below May 2010’s average. Trend lines for 

both median and average sales price have remained relatively flat over the last six 

months,  with median and average prices showing month-over-month fluctuations hover-

ing in  or just above the narrow 0-2% range since January.  As other market metrics show 

improvement, pricing’s continued stagnation remains a disappointment. 
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THE ARMLS PENDING PRICE INDEX™ 
 
The ARMLS Pending Price Index is a predictive tool unique to ARMLS which uses the prices 
of properties under contract in the MLS system to predict median and average pricing 
three months into the future. Its predictive accuracy decreases with time as more pending 
properties are added to the system. 
 
The median sales price predictions for June, July and August are $114,000, $106,000 and 
$97,000 respectively.  If the August prediction is realized, it would be the first time in this 
decade that the median sales price dropped below $100,000.  The August median predic-
tion based on May figures would represent a 10.43% decline from May’s actual median.  
Many more pending properties though will be added to the pending pool before August, 
influencing the actual August median price. 
 
The average sales price predictions call for a 1.6% increase to $161,400 in June, a drop of 
7% to $150,200 in July, followed by a 10% drop to $135,200 in August. 
 
Pricing shows few signs of recovery, although other metrics reported in STAT show positive 
gains which must occur before pricing can rebound: namely, decline in inventory (supply), 
rise in sales (demand), decline in foreclosures pending, and reduction in the months supply 
of inventory. 
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PPI SUPPLEMENT 
  
This month ARMLS introduces the PPI Supplement, which analyzes pending properties added to the system in 

the current month only, focusing on average and median prices, total units and % of total units for that month 

in specific price ranges .  It then compares the current month pendings with pendings from the preceding three 

months. The price range comparison graph at this time stops at $500,000, since pendings from less than 

$50,000 up to $500,000 represent 96.67% of all pendings added to the pending pool this month.  Metrics for 

pendings above $500,000 are given in the actual chart. Over time we are able to observe pending  activity fore-

telling price corrections in the higher price ranges. 

Pending Contracts Signed in May 

Price Range 
PPI 
Avg 

PPI 
Med 

PPI 
Units 

Units % of 
Total 

<=50,000            35,485             37,000      1,404  12.98% 

50,001 - 100,000            75,856             75,000      3,595  33.23% 

101,000 - 150,000          124,954           126,349      2,421  22.38% 

151,000 - 200,000          174,037           172,000      1,288  11.91% 

200,001 - 250,000          227,182           227,114         658  6.08% 

250,001 - 300,000          276,067           275,000         442  4.09% 

300,001 - 350,000          328,234           329,000         303  2.80% 

350,001 - 400,000          377,093           375,000         174  1.61% 

400,001 - 450,000          426,937           425,000           99  0.92% 

450,001 - 500,000          475,442           475,000           73  0.67% 

500,001 - 550,000          528,067           527,000           60  0.55% 

550,001 - 600,000          575,688           575,000           50  0.46% 

600,001 - 650,000          630,534           627,500           44  0.41% 

650,001 - 700,000          679,939           679,000           36  0.33% 

700,001 - 750,000          734,026           730,000           19  0.18% 
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FORECLOSURES PENDING 
 
Foreclosures pending continued its downward trend in May to 30,517. The role played 
by foreclosures in deflating prices is massive.  Declines in foreclosures pending, which 
make their way to closing as distressed sales, are necessary to reduce the influence of 
distressed properties on pricing. 
 
The current foreclosures pending glut began in 2008, which started the year at 12,877 
and ended the year at 30,676.  The rise continued through 2009 to end the year at 
51,022. The decline began in 2010, which saw foreclosures pending fall to 41,057 by year 
end.  The current May figure of 30,517 continues the declining trend, which if continued 
on the current trajectory, would cross below the 2008 trend line by mid-July and could 
fall to 20,000 range by August. 
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LENDER OWNED SALES 
 

Lender owned sales rose in May by 145 to 4,295, falling to 43.8% of the total sales, from 

a high of 48.3% in December. Lender owned sales are fed by foreclosures pending and 

their declining trend should eventually translate into lower percentage of total sales and 

waning influence on pricing. 
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AVERAGE DAYS ON MARKET 
 

Average DOM showed only a little change in May dropping to 106 from April’s 107. 

May’s figure is the lowest since December. 

DISTRESSED SALES 
 
Distressed  properties are a combination of lender owned sales and closed short sales, 

both representing closings which occurred under duress during the seller’s liquidation 

process.  Total distressed properties for May were  6,392 representing 65.2% of total 

sales.  This is a 5% decline in percent of total sales from January’s  high of 70.2%, and fol-

lows the downward trend since the beginning of 2011. May short sales rose 14% to 

2,097,  the second highest total in the last twelve months.  Short sales accounted for 

21.4% of total sales in May.   Decline of distressed sales as percentage of total sales is 

positive news.  Since ARMLS began tracking distressed properties in October 2009, the 

distressed property makeup has remained relatively constant at two foreclosures sold 

for every short sale closed. 
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COMMENTARY 
 
Recovery in slow motion is an apt description of gains this month.  June STAT reports positive news on several 
fronts:  sold units are up, new inventory added to the supply is down, total inventory continues to decline, and 
MSI dropped again in May.  Pricing, of course, remains in the doldrums surprising no one, since pricing is a trail-
ing indicator and significant gains have to occur in other metrics before we will see much pricing movement. 
 
Most significant in the continued decline in foreclosures pending which fuels lender owned sales.  Since STAT 
began watching distressed properties back in October of 2009, lender owned sales have accounted for two thirds 
of the total distressed properties, short sales accounting for the other third.   The influence of distressed inven-
tory on pricing cannot be overestimated. Pricing cannot begin any meaningful rebound until the influence of dis-
tressed properties on pricing is quelled. 
 
The rise in foreclosures pending began in earnest in 2008 starting at 12,877 and climbed to its highest level by 
the end of 2009 to 51,022, almost four times the level at the start of 2008.  Beginning in 2010 the numbers began 
a steady decline to the present 30,517 reported in this issue. Comparing the current downward trajectory  with 
the 2008 upward trend, the two trend lines should intersect in mid July, meaning that the number of foreclosures 
pending  at that point should be somewhere around 23,500,  a level not seen since July of 2008. If the trajectory 
continues on its current path, foreclosures pending could be well below 20,000 by early fall. Naturally other fac-
tors or events could derail this prediction, but the steady definitive decline since the end of 2009 remained solid 
despite many economic events that could have altered its path, but did not. 
 
A pricing rebound is not solely dependent on supply.  The demand side of the equation also must grow.  Many 
buyers are taking advantage of the record affordability of housing in the Valley as seen in the record high sales 
figures in 2011. This demand at some point will absorb the low end of the housing market, after the flow of 
lender owned properties into the market is stanched.  A combination of other key factors must occur to bolster 
demand:  more potential Valley homebuyers getting back to work, net migration of homebuyers drawn to em-
ployment here from feeder markets, and continued recovery of feeder markets so that buyers can sell their 
homes in order to purchase here. 
 
This month STAT introduced a supplement to the PPI to allow its readers to follow in four month segments the 
relative makeup, according to price range, of pending properties added to the pending pool each month.  In May 
properties $100,000 and under accounted for 46% of the total new pendings for the month.  Properties over 
$500,000 accounted for only 3.33% of the May pendings.  Watching how the pendings change in specific price 
ranges will offer advance clues to changes in activity in the higher price ranges. Over time, as the percentages 
change, the market will right itself. 
 
Unemployment continues to decline in the Valley.  The US Bureau of Labor Statistics reported 8.1% unemploy-
ment for the Phoenix Metropolitan Area down from 8.7% in March, and well below the state rate of 9.3%.1   Jobs 
continue to be added to the market. This month Safelite AutoGlass2 announced plans to hire 300 in Chandler and 
the Vanguard Group3 plans to add more than 300 hires to its Scottsdale call center by the end of 2011. An-
nouncements such as these and many more just like them are needed to fuel the recovery. 
 
For now the direction of recovery is the right one and the pace is very slow, but we know that eventually the Val-

ley will get where it needs to go. 

1http://www.bls.gov/eag/eag.az_phoenix_msa.htm  
2http://www.bizjournals.com/phoenix/news/2011/06/03/safelite-autoglass-to-hire-300-in.html3http://

www.azcentral.com/arizonarepublic/business/articles/2011/02/25/20110225arizona-companies-that-are-hiring-

photos.html?page=2  
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