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“Home sellers and home buyers
have gotten really used to
extremely low rates...

144

George Ratiu

Senior Economist at realtor.com
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“House prices nationwide recorded the

. Low mortgage
rates, pent up demand from homebuyers,
and a limited housing supply propelled

compared to a year
ago despite the pandemic.”

Dr. Lynn Fisher

Deputy Director of FHFA's Division
of Research and Statistics
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Are we seeing a cash-out
refinance crisis?
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Tappable Equity™ of U.S. Mortgage Holders Surging

$8,000 in billions

*Tappable Equity - the amount available for
47,000 homeowners to access before hitting

a maximum 80% combined LTV
(Loan-to-Value Ratio)
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Regarding Cash-Out Refinances:
2020 Was Nothing Like 2006
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“The residential real-estate market is on its
biggest tear since 2006, just before the housing
bubble burst and set off a global recession.

In the mid-
2000s, loose mortgage-lending standards enabled
borrowers with poor credit histories to purchase
homes beyond their means, sometimes with
mortgages that required low payments in the
early years of the loan...”

Wall Street Journal




o

, according to
NAR’s latest February REALTORS® Confidence Index Report,
a monthly survey of REALTORS® about their transactions.
One year ago, there were two to three buyers for every
home sold. The intense competition has led to double-digit
price growth and properties selling in record time.

NAR
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Annual Home Price Appreciation
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Default Risk in the Mortgage Market (1999-2020)

N Product Risk ®m Borrower Risk -
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9.6 Months’ Inventory of
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Sale
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“It’s not just a sellers’
market,

This is an incredibly
competitive homebuying
environment.”

Odeta Kushi

Deputy Chief Economist at First American




American Home Equity Skyrockets
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YOY Change in Home Equity
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“Imagine a situation where I'm trying to fill
up a bathtub with water, but the drain is
open. And the faucet is on. Think of the
faucet being on as the flow of sales (listings)
into the bathtub. And the drain at the
bottom is the sales that have been closed
and are sort of going out the other side. And
at any point in time, the amount of water left
in the bathtub is your inventory.



And so, what happens in the
housing market is, we've got the
faucet open at the top, we've
got the drain open at the
bottom. And once a month, we
measure how much water is in
the bathtub. Now, keeping this
analogy going, the less open the
drain is at the bottom, the more
flow in the top, the more
inventory or water is left in the
tub at that measurement point.

Turn it the other way around, if
the flow in the top is slower, but
the drain is wide open, the level
goes down and there's less
inventory. And so, these are the
dynamics at play. The inventory
measure, as its measured
today, only measures at one
point in time.
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But what's missing is a whole pile of water might
have come into the bathtub and out the drain
before you even knew it. And so there we look
at measures like days on market, how fast or
what is the velocity of markets. And what's
happening today in our market is, the average
days on market is 21 days, a lot of homes are
flowing into the top of the bathtub and flowing
out the other side before we even get a chance
to measure them as part of the inventory.”
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