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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%

3" LANCE LAMBERT

September 26. 2027 5t 5-29 2 EOT

Mortgage rates reach highest level since 2008

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

THE EXCHANGE suare W in =4

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
30-Yr FRM 15-Yr FRM 5/1-Yr ARM
0.41 1-Wk 0.52 1-Wk 0.33 1-Wk
670% 3.69 1-yr 596% 3.68 1-yr 530% 2.82 1-yr
0.9 Fees/Points 1.3 Fees/Points 0.4 Fees/Points
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Home sales, both new and existing, are falling,
builders have cut back production in response to
rapidly declining affordabillity . . . and annual house
price growth has slowed from the peak of nearly 21%
iIn March of this year to 16.7% in July.



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



There Is 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

35.0%
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25.0%

15.0%

5.0%

-5.0%

Active Listings

-12.2%

-25.0%
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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.

(Nationally speaking. The same

rules don’t apply to Southern
California).



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, iIncomes
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
All 6 Forecasts
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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% 3t0 5% 1to 3% <1% No <1% 1to 3% 310 5% > 5% >10%
Appreciation Appreciation Appreciation Appreciation Change Depreciation Depreciation Depreciation Depreciation Depreciation

YupSOLD.com Source: Zillow



Appreciation/Depreciation Forecast 2023

Number of Analysts Forecasting Levels of Price Change

28 Appreciation Forecasted

Depreciation Forecasted

> 10% 5t010% 3to5% 1to3% <1% No <1% 1to3% 3to5% 5 t010% >10%
Appreciation Appreciation Appreciation Appreciation Appreciation Change Depreciation Depreciation Depreciation Depreciation Depreciation

YupSOLD.com Source: HPES



Forecasts 2024 Through 2026

Percent of Analysts Forecasting Appreciation or Depreciation

2024 2026

Appreciation Forecasted Depreciation Forecasted !No Change Forecasted

YupSOLD.com Source: HPES
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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

T “The total average
3 6 : equity per borrower has
] . now reached almost

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

increase in equity for U.S. . =,
homeowners with mortgages the data series.
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Percent Change in Home Prices
Since Q1 1991, Q2 2022
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Median Asking Rent Since 1988
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Homeownership Changes Lives

©

Security & Stability Privacy Personalization &
Home Improvements

2

Health Benefits Financial Education Civic Participation
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Resources
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. https://blog.firstam.com/economics/author/mark-fleming
Uncertainty

2

https://twitter.com/awealthofcs/status/15747420239654461
44
https://fortune.com/2022/09/26/housing-market-real-estate-
prices-interest-mortgage-rate-highest-since-2002/

5 Headlines https://www.cnbc.com/video/2022/09/27/30-year-fixed-rate-
mortgage-jumps-over-7-
percent.html?&gsearchterm=mortgage%20rates
https://www.cnn.com/2022/09/08/homes/mortgage-rates-
september-8/index.html

https://freddiemac.gcs-web.com/node/25916/pdf

6 Mortgage Rates Graph http://www.freddiemac.com/pmms/
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. . https://twitter.com/odetakushi/status/157265138813566976
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2
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Kushi Quote, Equity

Home Equity Report

Change in Home Prices
Since 1991 Map

Median Asking Rent Graph

Homeownership Changes
Lives
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