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Existing Home Sales

Sales of existing homes jumped 6.7 percent in January, noticeably stronger than the expected decline of 1.3
percent. Part of the surprising increase was the result of downward revisions to the previous month, but the level of
sales was still easily better than expected (6.50 million units, annual rate, versus a consensus estimate of 6.10
million). The expected decline was based on the view that a lean inventory of homes for sale and high prices would
constrain activity. However, the prospect of higher interest rates probably motivated potential home buyers to act
despite an environment favoring sellers.

The pickup in sales pushed activity back to the elevated range seen in late 2020 and the start of 2021, and this
range was noticeably stronger than results in the prior expansion, although it lagged activity in the early 2000s.
Sales in January were broad-based geographically, with all four regions posting advances. Three of the four
regions moved above levels seen throughout most of last year; only the West trailed the pace in 2021.

Lean inventories have been a constraint on sales for some time, and this situation worsened slightly in January.
The number of homes for sale fell 2.3 percent, and with the pickup in sales, the months’ supply of homes on the
market eased to 1.6 months, down from 1.7 in January and a new record low (chart, right).

Today’s report included benchmark revisions to prior years. Sales in 2019 and 2020 were a tad softer than
previously believed, while activity last year was slightly better. The three years combined showed a net
improvement from previous readings, although the magnitude of the overall adjustment was inconsequential.
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