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In This Issue Accelerating House Price Declines

By David W. Berson, Ph.D., Chief Economist and Strategist, The PMI Group, Inc.

The most recent data from the widely used repeat transaction house price
indices show that the decline in national house prices accelerated in the first
Economic Trends in quarter of 2008. According to the Office of Federal Housing Enterprise
the Nation’s MSAs Oversight (OFHEO), house prices (using the seasonally adjusted purchase-only

PMI U.S. Market index) fell by 3.1 percent in the first quarter of 2008 from year earlier levels. But

Risk Index Model the one-quarter annualized decline was even worse—down by 6.7 percent. This
was the third consecutive quarterly decline and the biggest fall in the history of the
series. The S&P/Case-Shiller price index paints an even worse picture, with the
four-quarter change down by a record 14.1 percent and by an unprecedented

Geographic Distribution
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24.2 percent annualized decline in the first quarter. This was the seventh

DAVID W. BERSON, Ph.D. consecutive quarterly decline in the Case-Shiller index. How long will it be until
Chief Economist and Strategist the price declines come to an end, or at least stop intensifying?
THE PMI GROUP, INC.
LAVAUGHN M. HENRY, Ph.D. he sharp drop in house prices is clear For new homes, the seasonally adjusted
Director of Economic Analysis evidence of excess housing supply: too inventory-sales ratio (the months’ supply at
THE PMI GROUP, INC. many homes for sale relative to the number current sales pace) was 10.6 months in
of buyers. This is borne out in the numbers.  April. While this was down from 11.1
(continued on page 2)
National Home Prices are Falling
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Source: Haver Analytics, OFHEO, S&P
Percent Change, Year-to-Year



