
Pending  Sales  Continue  to
Increase in Clark County
One of the most interesting statistics I saw in the latest
issues of Market Action was the increase of pending sales
compared to May 2008 in Clark County. This was the second
month in a row that the number of pending sales rivaled that
of the same time period a year ago. This is good news! But
what caught me by surprise was that the number of closed sales
is still down from the same time a year ago.

So I started to wonder:

1) On average how long does it take for pending listings to
show up as sold? According to the National Association of
Realtors® pending home sales typically “become existing-home
sales one-to-two months later.”

2) What percentage of accepted offers fail these days? Using a
formula that I got from my new friend Chuck Reiling, a real
estate  professional  in  Seattle,  WA,  I  took  a  stab  at
calculating the fallouts for properties in Clark County.

Following Chuck’s formula I looked at the pending listings
monthly from May 1, 2007 to May 31, 2009 and the closed sales
from June 1, 2007 to May 31, 2009. Like Chuck I staggered the
pendings by one month to allow for a “typical” close time and
I used a two month running average to adjust for variances.

Here’s a graph of the ratios:

The  average  pending  vs.  closed  sale  ratio  is  17  percent.
You’ll notice that the last few months have all been above
that  rate,  with  May  2009  coming  in  at  31.4  percent  (the
highest so far).
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According  to  Eric  Newman,  a  Mortgage  Banker  with  Summit
Mortgage Corp, these numbers may not actually reflect sale
fails,  but  rather  sale  delays.  Newman  says  that  these
days there are a number of factors that increase closing time,
from waiting on bank approval when needed (approximate average
of three weeks) to overwhelmed underwriters (current response
time for FHA loans is around 21 days). 

For example, I did a quick search in RMLSweb and discovered
that out of the 552 properties that went pending in Clark
County in April, approximately 117 were marked as requiring
3rd party approval (not all of these listings are short sales,
but most of them are) and 122 were listed as bank owned.
That’s almost half of the pending listings – 43 percent.

While it’s likely that a percentage of these more complicated
transactions do fail, it also may be that these listings take
longer to close so the typical one month lag may not apply.
Newman  says  we  would  expect  that  most  of  those  pending
listings will probably not be recorded as closed until June
because many loans are taking 45 to 60 days to close in the
current market.

What do you think? What are you seeing out in the field?

How  Affordable  Are  Homes
These Days?
Rumor has it that first time buyers (thanks to the $8000 tax
credit) and investors are making the bulk of home purchases
these days. Like all savvy shoppers, I’m sure they want to
make sure they are getting a good deal.
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While,  ultimately  this  is  extremely  personal  calculation
(because it depends on the buyer’s income, mortgage rates, how
well the house will meet their needs, etc.) there is one
generic indicator that we can use to get a sense of where the
market is at overall: the Affordability Index.  

This  graph  shows  the  affordability
index for the Portland Metro Area by
quarter since Sept. 2003.

According to our calculations (which are based on a formula we
got from the National Association of Realtors a while back)
houses have been becoming increasingly more affordable since
September 2008. But what does that mean?

Let’s look at the index rating for April, which was 1.41 (see
graph above). In theory, someone making the median family
income $70,000 according to HUD (surprisingly it’s up this
year) would earn 41 percent more money than they would need to
be able to afford the monthly payment on the median priced
home in the Portland Market ($246, 400 according to the April
2009 Portland Market Action–of course).

That  is  IF  they  got  a  loan  at  the  4.81  percent  average
interest rate per Freddie Mac in April AND they had a 20
percent down payment (which we all know isn’t all that common
for first time home buyers these days).

Question is: what will happen now that interest rates are
starting to creep back up? We’ll let you know in the July
issue of Market Action—that’s the next time we calculate and
report affordability in the newsletter.
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