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Impact of Rising
Mortgage Rates on the
Housing Market



Mortgage Rates Rising This Year
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, although the pace of rate increases is
likely to moderate. . . . Much of the increase
In rates in early 2022 is in anticipation of
what will happen later this year, especially
with Federal Reserve interest rate policy.



Impact of Rising Rates on Home Prices

Changes when mortgage rates rise by more than 1%

Oct 1993 Dec 1994 2.38% +3%
Jan 1996 Sept 1996 8 1.2% +2%
Oct 1998 May 2000 19 1.81% +13%
June 2003 June 2004 12 1.06% +13%
June 2005 July 2006 13 1.18% +7%
Nov 2012 Dec 2013 13 1.11% +11%

Average 1.46% +8%
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Impact of Rising Rates on Housing

Changes when mortgage rates rise by more than 1%

Start Date End Date Home Prices Home Sales

Oct 1993 Dec 1994 2.38% +3% -11%
Jan 1996 Sept 1996 38 1.2% +2% -2%
Oct 1998  May 2000 19 1.81% +13% -2%
June 2003 June 2004 12 1.06% +13% 2%

June 2005  July 2006 13 1.18% +7% -14%
Nov 2012 Dec 2013 13 1.11% +11% -2%

Average 13 1.46% +8% -2%
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Impact of Rising Rates on Housing

Changes when mortgage rates rise by more than 1%

Months Increase | Final Rate Home Prices

10/93- . . .
12/04 14 2.38% 9.2% +3% -11%
1/96-9/96 8 1.2% 8.23% +2% 2%
10/98- . . . .
=200 19 1.81%  8.52% +13% 2%
6/03-6/04 12 1.06%  6.29% +13% 2%
6/05-7/06 13 1.18%  6.76% +7% -14%

11/12-12/13 13 1.11% 4.46% +11% -2%

Average
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Impact of Rising Rates on Housing

Changes when mortgage rates rise by more than 1%

1/96-9/96 1.2% 8.23% +2% -2%
10/98-5/20 19 1.81% 8.52% +13% -2%

6/03-6/04 12 1.06% 6.29% +13% 2%

6/05-7/06 13 1.18% 6.76% +7% -14%
11/12-12/13 13 1.11% 4.46% +11% -2%

Average
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Impact of Rising Rates on Housing

Changes when mortgage rates rise by more than 1%

Dates | Months | Increase | Final Rate | Home Prices AT E Idaliis
Sales Inventory

1/96-9/96 1.2% 8.23% +2% 2%
10/98- 19 1.81% 8.52% +13% -2% N/A
5/20
6/03-6/04 12 1.06% 6.29% +13% 2% 5
6/05-7/06 13 1.18% 6.76% +7% -14% 4.5
11/12- . . . ;
B 13 1.11% 4.46% +11% 2% 4.8

Average
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While higher short-term interest rates will
push up mortgage rates, | expect some of
this iImpact to be mitigated eventually
through lower inflation. . . . Thus,




History suggests that when rates rise, there is an
Initial bump in home prices as many move quickly
to buy a home before rates increase further. But
after that period, home prices slow. Freddie Mac
analysis shows that a 1% increase in mortgage
rates results in home price appreciation that is 4
percentage points lower. For instance, a 1%
Increase in mortgage rates would change home
price growth from 11% to 7%.



With rates rising and expected to rise
through 2023, it makes sense to obtain
a purchase or refinance mortgage |if
you are in good standing.



e

Spring Housing
Market Update



We keep watching for it, . . . but there are

absolutely no signs of a market slowdown
anywhere In the data.
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February 2022

Buyer Traffic
Il very strong

. Strong
B stable

: y i Weak
- ' ' ‘ Very Weak

YupSOLD.com




Seller Traffic Index
February 2022
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Active Listings Increased for First Time in 6 Months

Active Monthly Listing Counts (in thousands)
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Now, more industry insiders are throwing
out their previous forecasts and replacing
them with more bullish short-term outlooks.



Pending Home Sales
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Showings Exceed Pre-Pandemic Numbers

Showing Index over the Last 5 Februarys
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Price Appreciation Accelerating

% Year-Over-Year Price Increases (Monthly)
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Last fall we observed that home prices,
although continuing to rise quite sharply,
had begun to decelerate. Even that modest
deceleration was on pause in January.



More New Listings than Active Listings
Active and New Listings by Month
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Single-Family Housing Units Completed

(in thousands)
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Homeownership: a Hedge Against Inflation

Home Price Appreciation vs. Consumer Price Increases over the Decades

m Inflation Rate ® Home Price Appreciation 18%
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Potential growth in household wealth over the next
$ 9 6 3 4 2 5 years based solely on increasing home equity
] if you purchased a $360K home in January 2022

$456,342
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$426,083
$411,000

$392,400

$360,000

Based on price appreciation projected by the Home Price Expectation Survey
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Home Price Forecasts for 2022

Average of CorelLogic HPES Fannie Mae MBA Freddie Mac NAR Zelman
All 7 Forecasts
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