
Higher Rates Could Raise Housing 
Costs 15% 
DAILY REAL ESTATE NEWS | TUESDAY, FEBRUARY 20, 2018 

If mortgage rate forecasts pan out, home buyers might see their mortgage 
payments grow by 15 percent this year, according to a new analysis by 
CoreLogic, a real estate data firm. 

CoreLogic economists predict that mortgage rates will increase by about 
0.85 percentage points between November 2017 and November 2018. The 
median sales price of a home is projected to increase 2.6 percent in real 
terms over that same period. 

Based on that, CoreLogic researchers predict that the inflation-adjusted 
typical mortgage payment will increase from $804 in November 2017 to 
$910 by November 2018, a 13.3 percent year-over-year gain. In nominal 
terms, CoreLogic researchers say the typical mortgage payment’s year-
over-year increase would be 15.5 percent. 

As such, home buyers could see a larger portion of their incomes devoted 
to mortgage payments. 

Still, adjusted for inflation, the average mortgage payment puts 
homebuyers’ current costs at historical ranges, CoreLogic researchers 
note. 

“While the inflation-adjusted typical mortgage payment has trended higher 
in recent years, in November 2017 it remained 36.4 percent below the all-
time peak of $1,263 in June 2006,” CoreLogic reports at its Insights blog. 
“That’s because the average mortgage rate back in June 2006 was about 
6.7 percent, compared with an average rate of 3.9 percent in November 
2017, and the inflation-adjusted median sale price in June 2006 was 



$245,259 (or $199,900 in 2006 dollars) compared with a November 2017 
median of $212,460.” 

Source: “Forecast Suggests Homeowners’ ‘Typical Mortgage Payment’ 
Could Rise Over 15 Percent this Year,” CoreLogic Insights Blog (Feb. 15, 
2018) 

 
 

Buyers Use Escalation Clauses to 
Win Bidding Wars 
DAILY REAL ESTATE NEWS | WEDNESDAY, FEBRUARY 21, 2018 

Home buyers locked in heated bidding wars are increasingly turning to 
escalation clauses to keep their offers in play, The Wall Street 
Journal reports. 

Escalation clauses are addendums to real estate contracts in which a 
prospective buyer is able to submit an offer but then raise his or her offer in 
increments to a maximum amount if others submit competing offers. 

In competitive real estate markets where homes are fetching multiple bids, 
real estate professionals are finding escalation clauses a useful tool to 
eliminate the back and forth of offers and counteroffers. It also helps buyers 
avoid getting caught in a frenzy where they may end up paying more than 
what they intended. 

“A buyer can think of an escalation clauses as a ‘have your cake and eat it 
too’ clause,” David Reiss, a Brooklyn Law School professor who 
specializes in real estate, told The Wall Street Journal. “But in real estate, 
as with cake, it is hard to have it all.” 

http://www.corelogic.com/blog/authors/andrew-lepage/2018/02/forecasts-suggest-homebuyers-typical-mortgage-payment-could-rise-over-15-percent-this-year.aspx#.WowSk2aZNT4
http://www.corelogic.com/blog/authors/andrew-lepage/2018/02/forecasts-suggest-homebuyers-typical-mortgage-payment-could-rise-over-15-percent-this-year.aspx#.WowSk2aZNT4


Reiss says a concern of escalation clauses is that buyers may be giving an 
advantage to sellers. With these clauses, buyers are indicating the 
maximum amount they are willing to pay for the house and revealing to the 
seller how much higher they are willing to go. 

"Sellers get more money than they ever thought they would have," Carrie 
DeBuys, a real estate professional with Realogics Sotheby's Realty in 
Seattle, told The Wall Street Journal. 

But an escalation clause is not always advantageous to a seller either. For 
example, The Wall Street Journal described a scenario in which a house is 
listed for $1 million and there are three bidders: “Buyer A offers $950,000. 
Buyer B offers $975,000 with an escalation clause that could go up to $1 
million in $5,000 increments. Buyer C offers $980,000. In this scenario, the 
seller would get $985,000 from Buyer B after the initial offer escalates over 
Buyer C's offer. But, had the seller not relied on the escalation clause and 
instead asked the bidders for their best and final offer, he might have sold 
the house for $1 million.” 

Housing experts say that before using an escalation clause, buyers should 
see if it could affect the type of mortgage available to them in the event the 
appraisal does not match the escalated price. Buyers also will want to be 
specific about the type of documentation the seller must provide before the 
escalation clause kicks in.   

Source: “Escalation Clauses: A Little-Known Bidding-War Strategy,” The 
Wall Street Journal (Feb. 14, 2018) [Log-in required.] 

 
 

IRS: HELOCs Still Deductible for 
Renovations 

https://www.wsj.com/articles/escalation-clauses-a-little-known-bidding-war-strategy-1518622609


DAILY REAL ESTATE NEWS | THURSDAY, FEBRUARY 22, 2018 

Taxpayers can continue to deduct the interest they pay on home equity 
loans when the funds are used for home improvements, the IRS confirmed 
in a statement on Wednesday. The status of home equity deductions has 
been in question following the limits on the mortgage interest deduction 
included in recent tax reform legislation. The IRS says it has been fielding 
more questions from taxpayers and tax professionals on whether the 
interest on home equity loans, home equity lines of credit, or second 
mortgages can still be deducted. 

In its statement, the IRS said despite the restrictions on mortgages, 
taxpayers can, in most cases, still deduct interest on home equity loans, a 
home equity line of credit, or a second mortgage. 

The tax law, passed in December, suspends from 2018 until 2026 the 
deduction for interest paid on home equity loans and lines of credit unless 
the funds are used to buy, build, or substantially improve the taxpayer’s 
home, the IRS notes. As such, the interest on a home equity loan used for 
building an addition to an existing home would generally be deductible, 
Accounting Today explains. But interest on the same loan used to pay 
personal living expenses, like credit card debt, would not be. 

Under the new tax reform, a limit has been placed on mortgages qualifying 
for the home mortgage interest deduction. Starting in 2018, taxpayers can 
only deduct interest on $750,000 of qualified residence loans, or $375,000 
for a married taxpayer filing a separate return—down from $1 million or 
$500,000 for a married taxpayer, respectively. 

The IRS offered the following scenario in describing how the new tax law 
works when it comes to home equity loans: 

“In January 2018, a taxpayer gets a $500,000 mortgage to buy a main 
home with a fair market value of $800,000. The following month, the 

https://www.irs.gov/newsroom/interest-on-home-equity-loans-often-still-deductible-under-new-law


taxpayer takes out a $250,000 home equity loan to put an addition on the 
main home. Both loans are secured by the main home and the total doesn’t 
exceed the home’s cost. Because the total amount of both loans doesn’t 
exceed $750,000, all the interest paid on the loans is deductible. But if the 
taxpayer used the home equity loan proceeds for personal expenses, such 
as paying off student loans and credit cards, then the interest on the home 
equity loan wouldn’t be deductible.” 

The National Association of REALTORS® welcomed the 
IRS  announcement Wednesday to clarify that tax deductions for home 
equity loans or home equity lines of credit can still be taken if used on 
home improvements. 

“The National Association of REALTORS® is pleased with the IRS 
announcement clarifying and confirming that under the new tax law owners 
can continue to deduct the interest on a home equity loan, line of credit or 
second mortgage when the proceeds are used to substantially improve 
their residence,” said NAR President Elizabeth Mendenhall. “There has 
been much confusion on this issue, and the continued deductibility will 
bring real benefits to those who choose to take on remodeling projects to 
bring more resale value to their home or gain equity that may have been 
lost during the downturn.” 

Source: IRS; “IRS Says Interest on Home Equity Loans Can Still Be 
Deducted,” Accounting Today (Feb. 21, 2018); National Association of 
Home Builders 
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