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New Home Sales

Sales of new homes tumbled 7.6 percent in August to 609,000 units, a large shift but one that was not as
pronounced as expected. Sales had surged in the prior month to a level well above other recent observations, and
an offset appeared likely in August. The consensus estimate called for a drop of 8.3 percent to 600,000 homes.

The new observation was firm relative to results before July. Indeed, the trend in sales of new homes remained
upward despite the drop in August (chart, left). Activity was still slow relative to pre-bubble norms -- sales in the
late 1990s were typically in the range of 800,000 to 900,000 units and they totaled 1.1 million in 2003, before the
bubble was well inflated. Nevertheless, the upward trend in sales provides encouragement.

The upward trend in sales is broad-based geographically, with three of the four major regions of the country
showing upward trends. Only the Northeast is hesitating. This region was doing well in the first five months of the
year, but activity has eased in the past three months.

Inventories of homes for sale are a bit lean. The number of homes on the market rose in August, but the change
occurred from a low level and inventories remained below the average in the first half of the year (although in line
with inventories in the second half of 2015). The months’ supply of homes remained in the low end of its recent
range (chart, right).

New Home Sales Months’ Supply of Unsold Homes
13 4
Millions, annual rate Number of months
1.2
11 4
1.0
g 4
0.8
7 -
0.6 12-month h
moving IIII
average || i Ju
a ol |
04 Lo |||||| | 5
. NI il 1l
I||l|II||
0.2 3 T . - :
06-Jan 08-Jan 10-Jan 12-Jan 14-Jan 16-Jan 00-Jan 04-Jan 08-Jan 12-Jan 16-Jan
Source: U.S. Census Bureau Source: U.S. Census Bureau

This report is issued by Daiwa Securities Group Inc. through its relevant group companies. Daiwa Securities Group Inc. is the global brand name of Daiwa Securities Co.
Ltd., Tokyo (“Daiwa Securities”) and its subsidiaries worldwide that are authorized to do business within their respective jurisdictions. These include: Daiwa Capital Markets
Hong Kong Ltd. (Hong Kong), regulated by the Hong Kong Securities and Futures Commission, Daiwa Capital Markets Europe Limited (London), regulated by the Financial
Conduct Authority and a member of the London Stock Exchange, and Daiwa Capital Markets America Inc. (New York), a U.S. brokerdealer registered with the U.S. Securities
and Exchange Commission, a futures commission merchant regulated by the U.S. Commaodity Futures Trading Commission, and a primary dealer in U.S. government
securities. The data contained in this report were taken from statistical services, reports in our possession, and from other sources believed to be reliable. The opinions and
estimates expressed are our own, and we make no representation or guarantee either as to accuracy, completeness or as to the existence of other facts or interpretations
that might be significant.




