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The complete RPX Monthly Housing Market Report for July 2010, containing detailed analysis, tables and charts 
covering all 25 metropolitan areas tracked by Radar Logic, is now available for sale. 

To purchase the report or to get more information, please click here. 

Executive Summary 

Home Sales Plummet in July 
In July, 2010, the 25-MSA RPX transaction count moved sharply downward, posting the largest month-to-month decline for 
this time of year since the beginning of Radar Logic’s data records in 2000. The 25-MSA RPX transaction count also declined 
relative to the prior year period, making July the first month in which the 25-MSA transaction count has declined on a year-
over-year basis since July 2009. 

The rapid decline in sales activity reflects weak underlying demand for home purchases due to high unemployment and the 
correspondingly low rate of household formation. The deadline for the homebuyer tax credits also contributed to the rapid 
decline in sales. To qualify for the homebuyer tax credits, homebuyers had to sign a binding sales contract by April 30 and 
must complete the sale by September 30. New contract signings dropped precipitously during the month following the 
signing deadline. According to the National Association of Realtors (NAR), Pending Home Sales declined 33.3% in May. As 
most of the contracts signed ahead of the April 30 deadline closed by the end of June and few new contracts were signed in 
May, contract closings moved sharply lower in July. 

Inventory is Still the Issue 
The large inventory of homes for sale contributes to the lack of housing demand. Homebuilding and manufacturing typically 
lead the economy out of recession, but the excess housing supply provides a strong disincentive for homebuilders to start 
new construction projects. Much of the current inventory is real estate owned (REO) by financial firms and mortgage servicers 
as the result of foreclosures. REO is sold at substantial discounts to the overall market, and homebuilders are finding it hard 
to compete. Homebuilding has lagged as a result, which prevents employment growth, prolongs the current economic 
recovery and restricts household formation, all of which limits demand for housing. 

There has been some improvement in homebuilding lately. According to the U.S. Census Bureau, total housing starts 
increased 10.5% in August to 598 thousand (seasonally adjusted annual rate) from 541 thousand in July. But even with the 
recent gains, starts remain near their lowest levels in the 51 years that the Census Bureau has been tracking them.  

Home Prices Start to Decline 
The 25-MSA RPX Composite price declined slightly in July on both a month-on-month and year-on-year basis. 

It is unusual for the RPX Composite Price to change so little from June to July. During years of home appreciation (e.g., 2001 
– 2005) the seasonal strength in the housing market lasts well into the fall, so the month-over-month price change in July 
tends to be significantly positive. In years of price decline (e.g., 2007 and 2008) seasonal strength (if there is any) ends in 
mid-spring, so the month-over-month price change in June and July is significantly negative. The last time the RPX composite 
price was essentially flat from June to July was in 2006, the peak of the housing boom and a period of transition from rapid 
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price growth to rapid price declines. Given the similarity between the price trends in July 2006 and July 2010, one might ask 
if 2010, like 2006, is a transitional period and, if so, a transition to what? 

2009 was characterized by a return of strength to the housing market, largely due to support from the Federal Government. 
We believe that 2010 will prove to be a transition from this government-sponsored stability to further price declines fueled 
by a huge supply overhang and weak housing demand. A sharp decline in prices could start a downward spiral, in which 
falling home values increase the number of underwater borrowers, which increases the number of defaults and foreclosures 
and ultimately adds to the housing supply, prolonging price declines and pushing prices to new and severe lows. 

Alternatively, financial institutions and the government-sponsored enterprises (e.g., Fannie Mae and Freddie Mac) could 
continue to hold their growing REO inventories off the housing market (possibly converting many properties to rentals) in 
order to protect the value of their assets. If this happens, we could be entering an extended period of flat home prices, in 
which foreclosed homes trickle into the housing market at a rate that can be absorbed by the weak demand while 
maintaining price stability. Current rates of unemployment, wage growth and household formation suggest that housing 
demand could remain soft for quite some time. Given the weakness in demand and the size of the housing inventory, the 
home price doldrums could go on for many years.  

Distressed Sales Increase as Percentage of Total Sales 
Motivated sales (i.e., sales to third parties at foreclosure auctions and sales of foreclosed homes by financial institutions) 
declined during the month ending July 22, while “other” (i.e., ex-motivated) sales declined substantially more. As other sales 
declined considerably more rapidly than motivated sales, the latter increased to almost 25% of total transactions. This shift in 
the shares of motivated and other sales weighs on aggregate home price figures, as prices in motivated sales are 
considerably lower than prices in other sales. The 25-MSA RPX composite price for motivated sales was 40% lower than the 
RPX composite price for other sales as of July 22, which is the largest discount in recent history. 

Over the past few years a pattern has emerged in which motivated sales’ share of total sales is negatively correlated with 
home prices aggregated at the MSA-level. The 25-MSA RPX Composite price began declining rapidly in the second half of 
2007 as banks began selling foreclosed properties at heavily discounted prices. By January 2009, the RPX Composite price 
was bottoming and motivated sales had soared to 38% of the 25-MSA transaction count. The share of motivated sales was 
even higher in hard-hit markets such as Phoenix, Detroit and Las Vegas.  

Housing markets began to stabilize early last year as low prices and government interventions increased demand. Policy 
makers fueled demand for homes by holding down mortgage rates, offering tax credits for buyers, and extending low-
down-payment loans through the Federal Housing Administration. The government also took steps to reduce the supply of 
foreclosed homes for sale. Regulators relaxed mark-to-market accounting rules, giving banks more flexibility in valuing 
certain real-estate assets and removing some of the impetus for banks to quickly foreclose. Meanwhile, the Obama 
administration put in place programs to reduce the number of distressed sales by modifying or refinancing mortgages.  

The Home Affordable Modification Program has fallen short of its goals, resulting in the modification of fewer than 500,000 
of the three to four million loans initially promised. Nonetheless, the program, with its extended trial period, reduced 
foreclosures and slowed the flow of bank-owned homes onto the housing market. As a result, the share of motivated sales 
fell to 21% of home sales by July 2009, and prices stabilized. After rising through the fall and winter of 2009 to 30% of 
sales in January 2010, the distressed share fell to 22% in June, before bouncing to 25% in July. 

The problem is that the Federal Government’s measures are wearing off. Demand plunged this summer after tax credits 
expired, and unsold homes are piling up. More foreclosures could move onto the market as borrowers fall out of the loan-
modification program. 

July 2010 S&P/Case-Shiller Composite Home Price Indices 
In the RPX Housing Market Report for June 2010, which we released August 26, we used our Daily Prices to predict the 
S&P/Case-Shiller 10-City and 20-City composite home price indices for June. We predicted the 10-City index would be 
approximately 161, and the 20-City index would be about 148. The actual values, released August 31, 2010, were 161.04 
and 147.97, respectively. 

This month, we expect the S&P/Case-Shiller 10-City composite for July 2010 to be roughly 162 and the 20-City composite to 
be roughly 149. If our predictions are correct, the Case-Shiller composites will be increasing at a time when the RPX 
composite is falling. 
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About Radar Logic 
Radar Logic Incorporated, a real estate data and analytics company, calculates and publishes the Radar Logic Daily™ Prices. The prices 
track housing values for major U.S. metropolitan areas and are the basis of the Residential Property Index™ (RPX™), a market that 
enables real estate to be traded as a liquid asset, via property derivatives marketed by major financial institutions.  
 

RPX allows real estate and financial professionals to manage opportunity and risk, invest in real estate values without owning physical 
assets and effectively analyze markets using a consistent metric: price per square foot. Data in the RPX Monthly Housing Market Report 
reflect the 28-day aggregated value of Radar Logic Daily Prices. The price per square foot metric used significantly reduces the influence 
of property sizes on overall housing price trends, which can skew results. 
 

The Daily Prices for each MSA are not adjusted for seasonal variations. In some cases, Daily Prices may vary based on reporting 
characteristics within individual MSAs. The RPX Monthly Housing Market Report provides insight and detailed analysis of Radar Logic’s 
25 MSAs and the Manhattan Condo market. This study is based on the premise that there is no national housing market; rather, each 
MSA, while having some economic influences in common, is influenced primarily by local conditions.  
 

The August 2010 RPX™ Monthly Housing Market Report will be released on October 21, 2010, at 4:00 PM EDT. 

RPX Analytics & Research 
 

Radar Logic offers specialized analytic services which allow real estate and financial professionals to view current and historical price per 
square foot and transaction count trends for all markets and sub-markets we track. MSAs can be segmented by location (zip code and 
county), property type (single family, multi-family and condo), property size, date range, and sale price. The database is derived from our 
neutral, public source records.  
 

Our data provide a means for all entities associated with or affected by housing prices to maintain market data streams on a constant, 
neutral and daily-updated basis. 
 

For additional insight on this report or for inquiries about research or analytic products, please contact: 
 

Radar Logic Incorporated 
180 Varick Street, Suite 502 
New York, NY 10014 
212.965.0300 
info@radarlogic.com 
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