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The REALTORS® Confidence Index measures the strength of the current housing market and 
expectations about the future. The index is based on information received from a random survey 
of Realtors®. The questions are designed to capture the effects of existing economic conditions 
and trends on the real estate business. This index provides Realtors® a snapshot of the 
experiences, sentiments and expectations of their counterparts.  
  
Each month participants respond to questions regarding the current and expected demand for 
homes, price trends, and economic conditions. The answers are then quantified and used to 
create the confidence index.  Responses are assigned weights of 0, 50 or 100. A response of 
“strong” gets 100 points, while “moderate” is given 50 points, and “weak” is assigned 0 points. 
The index provides the average score for each question.  
  
The results below reflect respondents’ confidence level as of September 2010 and their future 
expectations, compared with both the previous month and the same month last year. The 
sample size for the monthly reports varies depending upon the number of responses, but the 
sample is always well in excess of the number of responses needed for a plus or minus 1 percent 
precision.  The current month’s report is based on 2,380  Realtor® responses.   
  
Current Month’s Reading:  The REALTORS® Confidence Index for single-family home sales as 
reported in the October report increased from last month’s level of 21.3, to the level of 22.7. The 
index was lower compared to last year’s conditions, when the index registered at 34.3.  Both 
indexes for town-houses  and condos experienced declines from a month ago . The town-house 
index decreased to 9.1 in October from last month’s 11.6, while the condo index arrived at 7.9, 
down from 11.6  a month ago.  The town-houses index  registered  at lower values than last 
year’s levels of 17.3, while the condo index  also showed a declined from last year’s level of 13.2. 
 
 

REALTORS® Confidence Index Highlights 
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Based on this month's activity, did you participate in a real estate  

purchase or sale?      

      

Yes 53%   

No 47%   

      

      

      

If you answered "Yes" to question 1, please select the response that  

applied:      

      

Buyer was a first -time purchaser  32%   

Buyer purchased a foreclosed home  23%   

Buyer purchased a short -sale home  11%   

Buyer was an investment purchaser  19%   

Buyer paid all cash  29%   
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If the buyer obtained a loan, what percent was the down payment? 

Buyer did not make a down payment    16% 

Buyer made a down payment of 1% to 2%   4% 

Buyer made a down payment of 3% to 6%   31% 

Buyer made a down payment of 7% to 10%   7% 

Buyer made a down payment of 11% to 20%   22% 

Buyer made a down payment of 21% to 99%   20% 
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The October survey points to a lower trend 
of price expectations for the next 12 
months.  In October of 2010, 50 percent of 
Realtors® expected falling prices for the 
forthcoming year, down from 51 percent in 
September. 
 

Price Expectations—Next Twelve Months 

In the October survey, Realtor® market 
expectations  increased from last month's 
level for single-family (25.9) homes and 
condo (11.1).Townhomes (12.7), 
nevertheless,  showed an decreased from 
last month . All three sectors were well 
below last year's level. A level of 50 
represents “moderate confidence” in the 
outlook.  Confidence is still under the 50 
midpoint level in all cases.  
 
 

Expected Market Outlook for Single Family, Townhouse, and Condo Sales 
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The current Survey reports that total 
distressed property sales (foreclosures plus 
short sales) trended slightly downward to 
34 percent of total sales in October 2010. 
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PART III – Economic Commentary 
The Road to òNormalcyó 
By Lawrence Yun, Chief Economist, NAR Research  

Prior to the recent mid-term elections consumers 
expressed their troubling unhappiness about their 
situations. The index measuring confidence about 
consumers’ present situation, which is based primarily 
on questions related to the economy, job and personal 
finances, was 23.9 in October. That is much lower than 
the neutral 100 mark and essentially at near historic lows 
– even matching the levels at the depth of the recessions 
in the early 1980s and early 1990s. 
 
Of course, Americans are a tough-minded people who 
understand that bad events occur sometimes, but they 
are always ready to pick themselves up. As Forrest Gump 
would say, ‘[expletive] happens’ in life, but you keep 
running. However, what is different this time around is 
that consumers are decidedly less optimistic about the 
future. Consider – the consumer confidence index about 
future expectations is currently 67.8, not as bad as the 
“present conditions” index, but much lower than the 
reading of 115 in 1983 when the economy also suffered 
from the same 9.6 percent unemployment rate that is 
has today. 
 
Businesses through their actions have also expressed less 
confidence about the economy. Corporate profits are 
back up to their peak before the recession, yet business 
spending has been lackluster. Companies are just sitting 
on cash and not redeploying that cash back into the 
economy. 
 
Meanwhile, the housing market is trying to scratch out a 
decent recovery under its own power without any 
federal stimulus of a home-buyer tax credit. Existing-
home sales (actual closings and not contracts) rose to 4.5 
million units (seasonally adjusted annualized rate) in 
September, a solid 17 percent cumulative gain over two 
months following the big tumble in July when the tax 
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credit was no longer in effect. Home sales would need to 
rise to at least the 5-million unit mark to be considered 
“back to normal” under present circumstances where 
the total number of jobs is equal to that in the year 
2000. Back then, existing-home sales registered 5.2 
million units and so 2000 would also have been 
considered a very normal year without any hints of a 
housing bubble. The 7.1 million bubble-ish home sales of 
2005 is long gone and will not return until both 
population and job growth over many years can rightly 
justify such levels. 
 
The currently anticipated housing recovery is about 
returning to normalcy. All data point toward the market 
being back to fundamentally justifiable levels. The home 
price bubble has been fully deflated. The cost of 
constructing new homes is measurably higher compared 
to buying a nearly identical existing one. Home sales in 
relation to total jobs are back to normal. Home price to 
income ratio is slightly below historical trends, signaling a 
slight overcorrection. (Charts illustrating these points can 
be found in my presentation at the NAR Annual 
Conference in New Orleans. See below for a direct link.) 
 
The return to normalcy, however, will not be a straight 
upward path. We’ve seen evidence of that already. 
September’s pending home sales (i.e., contract signings) 
took a step back after two consecutive months of 
increases. This type of trend – two steps forward and 
one step back – is likely to occur in the coming year as 
well. The underlying fundamentals of rising demand are 
present in the forms of compelling affordability 
conditions and from job creation. But while investors 
appear eager to “get in” as well, they are being 
hampered by very tight mortgage availability for non-
owner occupancy loans. In addition, the hiccups to 
recovery will also arise from market swings in economic 
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The Road to òNormalcyó 
By Lawrence Yun, Chief Economist, NAR Research  

data and from a flow of foreclosed/REO properties 
reaching the market. 
 
Yes, there was some good news on the job market in 
October with the creation of 151,000 net new jobs. 
Indeed, the job market has clearly turned the corner. 
Since January, about one million private sector job have 
been created. The pace, however, needs to kick into a 
higher gear. At the current job creation pace, the 
economy is just treading water and there will be no 
meaningful improvement in the unemployment rate. The 
table illustrates how many years it would take to get the 
unemployment rate back down to 6 percent. 
 
The mortgage rates are at rock bottom but are still likely 
to head higher. Even after the announcement of a 
second try at ‘quantitative easing’ by the Federal 
Reserve (QE2 in today’s vernacular), which means more 
purchases of government bonds with freshly printed 
money, the long-term government borrowing rate rose, 
perhaps out of future inflationary fears. The 10-year and 
30-year Treasury yields in mid-November were 2.6 
percent and 4.2 percent, respectively. That is up from 
2.4 percent and 3.7 percent, respectively, one month 
prior. 
 
The QE2 attempt to keep long-term rates lower, which 
may or may not be working, is inconsequential to the 
market compared to the importance of returning lending 
standards to normal from their overly stringent rules 
currently. A well-known bankers’ axiom says that all bad 
loans are made in good times. Today’s defaulting 
mortgages were invariably originated during the bubble 
years with lax underwriting standards. Both FHA – along 
with Fannie Mae and Freddie Mac – are reporting that 
those mortgages originated in the past two years are 
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performing quite well. But the continuing anecdotal 
stories of good credit-worthy consumers being denied a 
mortgage probably hint at unreasonably tight 
underwriting standards. We certainly do not want to 
return to any lax standards, but denying mortgages to 
those who are capable of making payments is holding 
back a true recovery in both the housing market and the 
broader economy. 
 
Our baseline forecast is for existing-home sales to rise 6 
percent in 2011 to 5.1 million units – up from 4.8 million 
in 2010. New home sales will rise to 400,000 in 2011 
from 300,000 this year – a big increase in percentage 
terms but still well below normal yearly sales activity. 
Home values are not likely to move in any measurable 
way, up or down. 
 
But there is more upside potential in relation to the 
baseline than downside. There are 30 million additional 
people currently living in the country compared to 10 
years ago when home sales were comparable to the 
forecast figures for next year. Also banks are flush with 
cash. Non-financial companies are also sitting on a pile of 
cash. Some releasing of that cash back into the economy 
will mean a better performance for both the economy 
and housing than our baseline outlook. 
 
After an election there is generally some boost to 
consumer confidence. The boost comes from a simple 
tautology: the majority of people (at least the majority of 
those who voted) got what they wanted, i.e., the 
candidates who received the most votes won. Let’s also 
not underestimate the potential for improvement in 
consumer confidence and the consequent impact on the 
housing market. Americans are known for being 
constantly in motion even after significant economic 
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The Road to òNormalcyó 
By Lawrence Yun, Chief Economist, NAR Research  

disruptions. Many top companies were born out of a 
recession: Microsoft, General Electric, Federal Express to 
name a few. Americans in general believe in better 
future for themselves and their children – even though 
they did not express that view prior to the election. 
Voting is one direct way to express one’s views. Any 
corporate manager who thinks consumers are wrong will 
most certainly drive the company straight into 
bankruptcy; any politician who thinks voters are wrong 
will surely drive the country into bankruptcy financially 
and in other ways. The elected representatives at all 
levels of government need to understand that 
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Comment State 

I  really don't like getting out of area appraisers (Anchorage 150miles) Alaska is a nondisclosure state 
they do not have all the data!  

AK 

I wish we had a problem with multi-bidding, can't even get one offer, let alone multi offers. Some 
realtors aren't counseling their sellers and buyers about our current market conditions and taking listings 
way overpriced. Which has created a problem for those of us who have priced our listings at a fair 
market price. Buyers don't know the difference, they just make low ball offers on everything. 

AK 

Mortgage credit is getting tighter and tighter.  Even with interest rates as low as they are, people are 
running scared.  They would rather rent and be more mobile.  Jobs are the issue.  People are willing to 
rent rather than buy so they can move if they have to, to take advantage of job locations.  This market is 
flat on its back and will get worse before it gets better in spite of Fed intervention and interest rates! 

AK 

80% of my sales this year have been foreclosed properties. Sometimes feel unsure that listing agents on 
foreclosures are being completely honest when advising there is a multiple bid situation.  

AL 

Buyers are afraid of being unemployed after they buy a house. AL 

Buyers either have home to sell or are simply unsure of what the economy will do and therefore unable 
to make a buying decision. 

AL 

I handle foreclosures and resales. The foreclosure market is on the rise here again. Prospective buyers 
are finding it hard to qualify due to new stringent lending rules. I have a sale that is delayed now because 
buyer had not paid his taxes for last 3 years. I just interviewed for a listing this am and had to tell seller 
his home was not worth what he thought it was. This was hard as I sold him the home 7 years ago. 

AL 

Second home market very tough without adequate financing. Cash buyers are sitting tight. AR 

There still seems to be lack of confidence in buyers to jump into the market.  Credit is a bit tougher to 
obtain and there have been delays in closings up to 3 weeks. 

AR 
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Comment State 

Appraisal problems (AZ still considered a declining market). Many homeowners still facing foreclosure 
(numerous of these homes are not on the market). Bank owned homes in many cases are underpriced 
creating bidding wars and suppressing prices. Short sales and REO properties are a large portion of our 
market. 

AZ 

Appraisals are the problem in Phoenix. Lack of confidence in the economy and weak job market is not 
helping. First time Buyers are great since they have nothing to sell. The tax credit would help. 

AZ 

Appraisers are using recently sold foreclosures and short sale properties as their comps for non-
distressed listings. They are unwilling to make obvious adjustments needed and thus end up with values 
that are totally unrealistic. The banks are encouraging these low ball appraisals and rewarding appraisers 
that perform them with continued or increased business. Not at all fair to any of us trying to help our 
sellers sell their homes before they become distressed properties. 

AZ 

Work primarily in a seniors 55+ age restricted community. Buyers and sellers are both nervous as to 
what will happen with the economy in the coming months.  

AZ 

Aggressively priced properties still sell quickly and can have multiple offers. Average condition and price 
tend to sit on the market.  

CA 

All form of purchases other than CASH are so hard to complete on time due to changing standards for 
lenders. Bank of America being one of the most challenging. The continued use of out of the area Title 
and Escrow companies with the bait and switch policy from the REO sellers-we'll pay your title fees if the 
buyer uses our choice-is a terrible contributor to delayed closings even in a Buyer's Choice State. 

CA 

Appraisals are adding 7-10 days to the loan process. CA 

Appraisals are an absolute joke- very inexperienced appraisers are turning out. It seems there are 2nd 
appraisals on higher priced inventory ($750k ++) if the bank does not like the value the original appraisal 
comes in at....very weak demand overall except at low priced entry level housing which is mostly short 
sale inventory. 

CA 

Most of my sales are cash.  Lenders are not lending 80 percent loans but are lending 60 percent loan to 
value.  I work with foreign buyers who pay cash. 

CA 

Most sellers are not by choice. They are facing foreclosure and attempting short sales which makes the 
process long and cumbersome. 

CA 
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Comment State 

People are still very scared about the market conditions and whether the house prices will fall even 
further down and when.  Loans are very difficult due to criteria for approval etc. 

CA 

The lending situation is horrible.  Closings that should have happened in June and August are still not 
finalized.  Lending practices bent too far to the right some years ago, now those same companies are SO 
far left, it's ridiculous.  They did this to themselves. 

DE 

The issues we are seeing now relate to the appraisal - not whether it comes in at the agreed-upon price, 
but the appraisers are now calling out items that need to be repaired prior to the buyers loan funding, 
even though it is a bank-owned property, with an "AS IS" clause in the contract, which already reflects 
the lower price. 

CA 

We have more buyers than available homes for sale especially in the $300K and under price range.  I 
wish banks would release more of their foreclosed properties.  In our area, it is not uncommon to have 
to write 10+ offers for a buyer in that price range before you are able to get one accepted.  These are 
good qualified buyers.  The problem is the amount of competition for the few properties that are 
available. We also have a lot of flippers coming back to the market so our standard sale listings have 
increased dramatically and make up a good portion of homes for sale. 

CA 

Short sales... I handle my own (don't hire anyone) so I'm seeing first-hand the total disconnect in the 
short sale process. The investors don’t understand the value of the properties. And... is there any truth 
to the rumors that it's more beneficial for the banks to foreclose... that they fare better from a tax write-
off than if they close the transaction. I frankly feel that we need transparency there... at the profit level 
to the banks/lending institutions... so we know if we're on an uneven playing field from the start. It's like 
having your hands tied behind your back.  

DE 

Buyers indicate to me that they are waiting "to be told" that we have reached the bottom before they 
will act. There just isn't a lot of room in their imagination to enter into what they consider a financial 
risk. People are battered by losses and surrounded by well meaning friends and family who continue to 
create fear of the market and transfer that fear to others. Our hearts just can't stand another "terror" 
right now so they are avoiding going there until there is some promise from some unknown entity that it 
is safe.   

CO 



The Research Division of the NATIONAL ASSOCIATION of REALTORS® provides 
research products covering residential and commercial real estate.  Please visit us 
at www.realtors.org/research. 

 

NAR Research also provides analysis of monthly and quarterly economic indicators, 
such as GDP, Existing Home Sales, Pending Home Sales Index, Housing Affordability 
Index, and employment data that impact real estate markets over time.  
Additionally, NAR Research evaluates regulatory and legislative policy proposals for 
their impact on REALTORS®, their clients and America’s property owners. 

 

If you have questions or comments regarding this report, please contact Wannasiri 
Chompoopet, Manager of Housing Statistics at wchompoopet@realtors.org. 

 

Although the information presented in this report has been obtained from reliable 
sources, NAR does not guarantee its accuracy, and such information may be 
incomplete. This report is for information purposes only. All opinions, assumptions 
and estimates constitute NAR’s judgment as of the date of this publication and are 
subject to change and evolving events. Actual results may vary from forecast 
results. 
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