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When the dust
settles, those buyers and sellers who were
on the sideline will jump back in the
housing game. Demographic trends
support elevated purchase demand in the
years to come, so it's a question of when,
not if, for the housing market.
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FINANCE - HOUSING

The U.S. housing market stares down an even bigger
economic shock—mortgage rates near 7%

8Y LANCE LAMBERT
September 26, 2022 at 5:29 PM EDT

Mortgage rates reach highest level since 2008

@ By Anna Bahney, CNN Business
Published 10:24 AM EDT, Thu September 8, 2022

30-year fixed-rate mortgage jumps over 7
percent




Mortgage Rates Rise for the 6th

Consecutive Week

Freddie Mac 30-Year Fixed Rate, January 2022—Today ,
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Mortgage Rates Rise for the 6th

Consecutive Week

September 29, 2022
Sam Khater, Chief Economist, Freddie Mac:

The uncertainty and volatility in financial markets is
heavily impacting mortgage rates. Our survey indicates
that the range of weekly rate quotes for the 30-year fixed-rate
mortgage has more than doubled over the last year.

Primary Mortgage Market Survey®
U.S. Weekly Averages As Of 09/29//2022
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Home sales, both new and existing, are falling,
builders have cut back production in response to
rapidly declining affordability . . . and annual house
price growth has slowed from the peak of nearly 21%
in March of this year to 16.7% in July.



While even two months ago rates above
7% may have seemed unthinkable, at the
current pace, we can expect rates to
surpass that level in the next three months.



There Iis no doubt that the increasing

mortgage rate will make homebuying even
more challenging, . . .



While mortgage rates are expected to continue
to drift higher over the coming months,

. ... Nationally, while month-over-month
house prices may decline,
given the ongoing
supply-demand imbalance and continued
strength in the labor market.
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What's Ahead for
Home Prices?



The root issue of what
drives house prices almost
always Is



Supply & Demand Ratio Changing Quickly

Year-Over-Year Comparisons
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What Are Experts
Saying Right Now?



lvy Zelman projects U.S. house
prices will fall 4% in 2023, and
then another 5% decline in 2024.



Not surprisingly, deals are not getting done,
with sales of new and existing homes declining
for over half a year. Given that demand is
cooling due to high borrowing costs, incomes
falling behind inflation and the still-limited

supply pipeline,



While the markets considered overvalued
may need to adjust to the not-so-new
reality of higher mortgage rates,



It's true - housing may be a
little frothy. So housing prices may
come down or they may plateau but
not to the extent it happened.



2023 Home Price
Forecast



Home Price Forecasts for 2023

Latest Forecasts from Each Entity

Average of  Fannie Mae Freddie Mac MBA HPES NAR Zelman
All 6 Forecasts



Appreciation/Depreciation Forecast 8/2023

Number of MSAs Forecast for Levels of Price Change

Appreciation Forecasted for 618 MSAs

258

Depreciation Forecasted for 257 MSAs
(Only 30 Greater Than 3% Depreciation)

> 5% 31t05% 110 3% <1% No <1% 110 3% 3t0 5% >5% > 10%
Appreciation Appreciation Appreciation Appreciation Change Depreciation Depreciation Depreciation Depreciation Depreciation

Source: Zillow



Appreciation/Depreciation Forecast 2023

Number of Analysts Forecasting Levels of Price Change

28 Appreciation Forecasted

Depreciation Forecasted

>10% 5t010% 3to5% 1t03% <1% No <1% 1t03% 3t05% 5 t010% >10%
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Forecasts 2024 Through 2026

Percent of Analysts Forecasting Appreciation or Depreciation

2024 2026

Appreciation Forecasted Depreciation Forecasted No Change Forecasted
Source: HPES



N¥hat's your story?




Why Equity Is the Shining Star
of the Housing Market



U.S. households own $41 trillion in owner-
occupied real estate, just over $12 trillion in
debt, and the remaining ~$29 trillion in equity.
The national "LTV" in Q2 2022 was 29.5%, the
lowest since 1983. . ..



For many households, home equity is the only
source of wealth creation.

In addition, record equity
continues to provide fuel for housing demand,
particularly if households are relocating to more
affordable areas.



Homeowner Equity Gains
Year-Over-Year, Q2 2022
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CorelLogic 2022 Q2 Home Equity Report

$60.2K = 27.8%

Average equity gain . Year-Over-Year percentage
for U.S. homeowners increase in equity for U.S.
with mortgages . homeowners with mortgages

“The total average
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Year-Over-Year total . $300,000, the highest in

increase in equity for U.S. ) ”
homeowners with mortgages the data series.



Percent Change in Home Prices
Since Q1 1991, Q2 2022
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Homeownership Changes Lives

© @

Security & Stability Privacy Personalization &
Home Improvements

2

Health Benefits Financial Education Civic Participation
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Average Days on the Market

August 2022
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Existing Home Sales
Since January 2014
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Existing Home Sales
Year-Over-Year, by Region

Northeast Midwest

-19.9%




Existing Home Sales

In Thousands
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New Home Sales

In Thousands
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New Home Sales

Annualized in Thousands
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New Home Sales
Percent of Distribution by Price Range

* Less Than 500 Units or Less Than 0.5 Percent

* *

Under $150K $150-$199K $200-299K $300-$399K $400-$499K $500-$749K Over $750K



New Homes Selling Fast

Median Months from Completion to Sold
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Total Home Sales

In Thousands

m2021 m2022
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Pending Home Sales
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Pending Home Sales
Year-Over-Year by Region

Northeast Midwest
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Percentage of Distressed Property Sales

Distressed Sales (Foreclosures and Short Sales) represented Less Than
1% of Sales in August
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Home Prices



Sales Price of Existing Homes
Year-Over-Year, by Region
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Source: NAR



% Change in Sales

Year-Over-Year, by Price Range
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Change in Home Prices

Year-Over-Year
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Change in Home Prices

Year-Over-Year, 20 City Composite
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Change in Home Prices
Year-Over-Year, 20 City Composite
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Year-Over-Year % Change in Price
August 2022

3.2%

Current Forecast

Source: Corelogic
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Housing Inventory



Change in Inventory
Month-Over-Month, September 2022

NH (-7%)
VT (-1.2%)

MD (-1.2%)
DC (9%)

3.8%

= MOM Change
in Inventory
B 4%

B 30%t045%
B 15% to 30%
" 0%t 15%

[ 15%to 0%
National Average: B -30% to -15%

0.7% . <-30%

Source: realtor.com

a~,
-

HI (-1.1%) ‘




Months Inventory of Homes for Sale
2011 - Today
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Months Inventory of Homes for Sale
Since 2019
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Months Inventory of Homes for Sale
Last 12 Months
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Year-Over-Year Inventory Levels
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Year-Over-Year Inventory Levels
Last 12 Months
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New Home Monthly Inventory
Seasonally Adjusted, Last 12 Months
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New Home Monthly Inventory
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Buyer Demand



End of Summer Sees Continued Slowdown
of Home Showing Activity

Year-Over-Year Increase in Showing Activity, August 2022
Michael Lane, Vice President & General Manager, Showing Time

“The more moderate pace at which home showings are slowing down and the
increase in markets that saw more showings per listing this month are signs that
the market may be starting to find a new balance. Buyers will continue to see less
competition for homes and have more time to tour homes they like and consider

their options.”

Midwest

Northeast

-4.3%
-12.2%

-37.0%



Mortgage Rates



Mortgage Rates

30-Year Fixed Rate, January 2018—Today 6.70%

70 l

6.5
6.0
55
50
45
40
35
30

25

20
ST P AL P GFOF W EA S PP @GP E P S P PP P P PP P Sl PP PN
N \
\bt

N N N N N

Source: Freddie Mac



Mortgage Rates

30-Year Fixed Rate, January 2016—Today 6.70%
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Mortgage Rate Projections

October 2022
. Average
\YETe \YETS
Four
2023 1Q 5.7 5.3 6.5 5.68%
2023 2Q 5.2 5.6 5.3 6.4 5.63%
2023 3Q 5.0 5.6 5.1 6.3 5.50%

2023 4Q 5.0 5.5 5.0 6.1 5.40%




Mortgage Rates

30-Year Fixed Rate
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Mortgage Rates

30-Year Fixed Rate

) - Actual - Projected
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Mortgage Credit Availability Index (MCAI)

August 2022
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Mortgage Credit Availability Index (MCAI)

August 2022
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