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The housing market likely won’t be deeply affected by the sharp decline in 
stocks over the last two days because underlying economic fundamentals 
remain strong, says Lawrence Yun, chief economist for the National 
Association of REALTORS®. Jobs are being created, workers are seeing 
wage gains, and there’s no recession on the horizon. Those data trends 
don’t support the theory that the stock market drop indicates a larger 
underlying problem with the economy, Yun says. 

Right now, the effect of the dive in stocks is mainly psychological. But if it 
becomes a prolonged slowdown, it could cut into the buying power of 
households who have exposure to stocks—and many do, primarily through 
401(k) and other retirement accounts. It could also lead to job and wage 
cutbacks, but Yun says it’s premature to draw conclusions. 

The Standard & Poor’s 500 stock index fell by more than 4 percent 
Monday, and the Dow Jones Industrial Average declined nearly 5 percent. 
As of late Tuesday, the S&P was down by almost 1.2 percent since the first 
of the year, although that comes after a year of double-digit gains. Yun 
points out that even with the drop, stocks remain well ahead of where they 
were a year ago. A correction is a natural part of the stock market’s cycle, 
Yun notes. 

One metric to watch is long-term bond rates, which historically have gone 
up as stocks go down. That link, however, hasn’t been as strong in the past 
few years. Investors tend to increase demand in bonds as an alternative to 
stocks, driving up yields, which can lead to higher mortgage rates. Since 
the start of the year, the average rate on a 30-year mortgage has risen 



about 30 basis points, from 3.95 percent to 4.22 percent, according to 
Freddie Mac. That’s still low by historical standards. 

—REALTOR® Magazine 
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Mortgage rates are steadily rising, and some housing analysts are already 
forecasting an impact on the market from the higher borrowing costs. 

Heading into the spring buying season, the supply of homes remains at 
record lows, which presses home prices higher throughout the country. But 
as buyers face higher mortgage rate costs, will that prompt them to pause? 

Mortgage rates were near record lows for most of 2017, but they’ve been 
on the rise ever since the new year. The average rate on the popular 30-
year fixed-rate mortgage is up a quarter of a percentage point since the first 
week of the year, and rates have increased for the past four consecutive 
weeks. Freddie Mac reported last week the average on a 30-year fixed-rate 
loan was 4.22 percent. (Read more: Fed Move Doesn’t Suppress Mortgage 
Rates) 

As the Federal Reserve prepares to raise its benchmark rate in the coming 
months, mortgage rates are expected to move higher, too. Mortgage rates 
are loosely tied to the yield on the U.S. 10-year Treasury. 

Some homeowners may be less inclined to sell because they don’t want to 
lose their current record low rates that they secured after the recession. 

http://realtormag.realtor.org/daily-news/2018/02/02/fed-move-doesn-t-suppress-mortgage-rates
http://realtormag.realtor.org/daily-news/2018/02/02/fed-move-doesn-t-suppress-mortgage-rates


Some buyers, however, may want to move faster before rates rise even 
more and they face higher prices. 

Lawrence Yun, chief economist of the National Association of 
REALTORS®, predicts that mortgage rates will reach 4.5 percent by the 
second half of the year.  

Some home shoppers may be in a rush to lock in rates before those edge 
up even more. 

“The increases that we’ve seen so far have only gotten people off the 
couch and into the market,” Glenn Kelman, CEO of Redfin, told CNBC in 
late January. “People are worrying that they need to hurry and buy a house 
now before rates go up further.” 

Source: “Rising Mortgage Rates Could Mean Even Fewer Homes for Sale 
This Spring,” CNBC (Jan. 19, 2018) 
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Housing permits, a gauge of new-home activity, slipped in the final quarter 
of 2017, which could worsen a housing shortage already shaking many 
markets across the country. 

Single-family permits are running at only 56 percent of normal activity, 
according to the National Association of Home Builders/First American 
Leading Markets Index. 

“We are concerned with the sluggish permit activity,” says Robert Dietz, 
chief economist at the National Association of Home Builders. “The weak 
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permit numbers indicate that builders may be hesitant to start projects as 
they contend with supply-side hurdles, such as rising material prices and 
labor shortages.” 

Permit levels are at or above normal in only 62 of the 337 metro areas 
tracked in the NAHB/First American Index, which is a drop of 7.5 percent 
compared to the third quarter of 2017. 

Despite sluggish permits, the index showed that many markets are showing 
a stronger recovery in their economy and home prices. Housing markets in 
195 of the 337 metro areas tracked nationwide returned to or exceeded 
their last normal levels of economic and housing activity in the fourth 
quarter of 2017. The LMI measures three components: housing permits, 
employment, and home prices. 

Employment is at 98 percent of normal activity, while home price levels are 
well above normal at 158 percent. Single-family permits were the only of 
the three components to see a decline in the fourth quarter of 2017. 

Overall, the index shows the fastest-growing new-home metro areas are in 
the South and West, says NAHB Chairman Randy Noel. 

The major metros scoring the highest on the LMI—meaning they are 
performing at the highest levels compared to their historic normal market 
level—are Baton Rouge, La.; Austin, Texas; Honolulu; Oxnard, Calif.; and 
Provo, Utah. Among smaller metro areas, the metros scoring the highest in 
besting their own previously normal market levels are: Odessa, Texas; 
Midland, Texas; Walla Walla, Wash.; Florence, Ala.; and Gadsden, Ala. 



 

  

Source: National Association of Home Builders 
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