Will Rising Mortgage Rates Slow Down Housing?

Housing prices have increased every single month for the past 12-years

The housing market has been frustrating for buyers
and a boon for sellers, but there are signs that those
frustrations might be easing — depending on where
you live.

Would-be buyers have struggled with historically low
inventories, crazy bidding wars and now have to add
rising mortgage rates to their worry list. Sellers on the
other hand have been rejoicing as average housing
prices continue to increase month-over-month and
year-over-year, with average home prices jumping
15% in the last 12 months.

But sellers also face a dilemma: where do they go if
they do in fact sell? And while there are signs that
2022 might see some cooling off, there are also signs
that the relief will be too little — and maybe not at all in
certain markets.

Rising Mortgage Rates

A rise in mortgage rates does impact borrowing costs
and borrowing abilities and housing will absolutely
feel the effect. By how much is anyone’s guess and
more a function of location and supply.

On top of everyone’s mind is the fact that the average
30-year fixed-rate mortgage moved above 5% from
3% six months ago. But it's worth noting that
mortgage rates hit 5% in 2011 and 2018 — and
averaged over 7% from 1990 to 2010.

However, would-be-buyers tend to remember recent
history and mortgage rates have been very low for a
long time. In fact, mortgage rates have averaged
3.7% from 2016-2021 and 3.0% over the last two
years.
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But think about this: The median existing-home price
for all housing types in March was $375,300, up
15.0% from March 2021 ($326,300). This marks 121
consecutive months of year-over-year increases, the
longest-running streak on record. That's more than
12-years.

Housing Market

Intuitively, a rise in borrowing costs will take some of
the frenzy out of housing market sales. And to
underscore this point — although one month does not
make a trend — we saw that the existing home sales
were off 2.7% in March and mortgage applications are
way down.
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Here are a few more stats from the National Location, Location, Location
Association of Realtors: From a 1926 real estate classified ad in the Chicago
Tribune: “Attention salesmen, sales

* Exstmg-home sales fell for the sec.ond straight managers: location, location, location, close to Rogers
month in March to a seasonally adjusted annual Park.”

rate of 5.77 million.

e Existing-home sales in the Northeast slid 2.9%
in March, recording an annual rate of 670,000,
an 11.8% fall from March 2021. The median
price in the Northeast was $390,200, up 6.8%

e Sales were down 2.7% from the prior month and
4.5% from a year ago.

e The inventory of unsold existing homes

increased to 950,000 as of the end of March. from one year ago.
That would support 2.0 months at the monthly o Existing-home sales in the Midwest declined
sales pace. 4.5% from the prior month to an annual rate of

1,270,000 in March, a 3.1% drop from March
2021. The median price in the Midwest was
$271,000, a 10.4% jump from March 2021.

e The median existing-home sales price rose to
$375,300, up 15% from one year ago.

The good news for everyone? Well, housing costs o Existing-home sales in the South dipped 3.0%
represent a big part of inflation, and if home-price in March from the prior month, registering an
appreciation slows down even a little bit, so will annual rate of 2,620,000, a decrease of 3.0%
inflation. from one year ago. The median price in the

South was $339,000, a 21.2% surge from one
year prior. For the seventh straight month, the
South experienced the highest pace of price
appreciation in comparison to the other three
regions.

e EXxisting-home sales in the West held steady
compared to the previous month, posting an
annual rate of 1,210,000 in March, down 4.7%
from one year ago. The median price in the
West was $519,900, up 5.4% from March 2021.

The National Association expects that housing
transactions will contract by 10% this year, home
prices will readjust in 2022 and gains will be about
5%.

But housing — like your financial plan — is personal.
Location, location, location.
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