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Pending home sales picked up the pace in March, but ongoing issues 
related to low inventory kept contract activity below year-ago levels, the 
National Association of REALTORS® reported Monday. NAR’s Pending 
Home Sales Index, a forward-looking indicator based on contract signings, 
inched up 0.4 percent to a reading of 107.6 in March. Despite the uptick, 
overall activity was down on an annualized basis for the third consecutive 
month.  

“Healthy economic conditions are creating considerable demand for 
purchasing a home, but not all buyers are able to sign contracts because of 
the lack of choices in inventory,” says NAR Chief Economist Lawrence 
Yun. “Steady price growth and the swift pace with which listings are coming 
off the market are proof that more supply is needed to fully satisfy demand. 
What continues to hold back sales is the fact that prospective buyers are 
increasingly having difficulty finding an affordable home to buy.”  

Regionally, pending home sales dropped by the largest amount in the 
Northeast, falling 5.6 percent month over month in March and 8.1 percent 
year over year. Yun says multiple winter storms and colder than usual 
weather contributed to the decrease. Meanwhile, contract signings rose by 
2.4 percent in the Midwest but are 6 percent below a year ago, and they 
were up by 2.5 percent in the South but are just 0.3 percent higher than a 
year ago. Pending home sales fell in the West by 1.1 percent month over 
month and are now 2.2 percent below a year ago.  

“Much of the country is enjoying a thriving job market, but buying a home is 
becoming more expensive,” Yun says. “That is why it is an absolute 
necessity for there to be a large increase in new and existing homes 
available for sale in the coming months to moderate home price growth. 
Otherwise, sales will remain stuck in this holding pattern, and a growing 
share of would-be buyers—especially first-time buyers—will be left on the 
sidelines.”   Source: National Association of REALTORS® 

http://www.nar.realtor/topics/pending-home-sales


The Shortcomings of Preapprovals 
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It’s common advice for buyers to obtain a mortgage preapproval letter from 
a lender before going out with a real estate agent to look at homes. The 
rationale is that preapproval puts in writing the loan amount a buyer is 
qualified to receive, all but guaranteeing the price range the buyer can 
afford. Agents can then be reassured they are not wasting time on a client 
whose financing is likely to fall through. 

Well, that’s flawed thinking. 

A preapproval letter is not a loan commitment, which most real estate 
professionals understand. But equally important is that preapproval does 
not identify potential issues or “red flags” that may prevent a loan from 
closing. At best, a preapproval letter indicates that the lender is interested 
in providing financing to your client. At worst, it provides a false sense of 
security; it’s analogous to a purchase offer that contains a “Hubbard 
clause,” a condition that a buyer’s purchase is dependent upon their ability 
to sell another property. How many people would consider that type of 
scenario advantageous? 

Preapproval does not take into account potential changes to a buyer’s 
financial situation, which could affect their loan offer. While a buyer may 
think their budget can easily support a down payment and monthly 
mortgage bills, a lender’s guidelines may show otherwise. If certain income 
or assets are not stable and continuous, then they are not considered 
verifiable. And if they are not verifiable, the lender removes the income or 
assets from the loan application—which frequently results in a loan denial. 

This doesn’t mean there’s no value in requesting that your buyers obtain 
preapproval letters from their lenders. But it’s necessary to be aware of the 
red flags that lurk in the financial landscape of many buyers and to offer 
guidance on how to correct them. They may surface in credit reports, 
income documents, or asset account statements. And when they surface, 



they can be lethal to a real estate deal. The most common red flags include 
but are not limited to: 

Credit Reports 
• Disputed accounts 

• Collection or judgment accounts 

• Deferred student loans 

• Late payments on installment loans 
Income 

• Recent changes in employment or job responsibilities 

• Self-employed for less than 2 years 

• Tax returns have Schedule E losses 

• Tax returns reflect alimony payments 

• Inconsistent history of supplemental income 

• Base pay fluctuates from one pay period to another 

• Gaps in employment 
Assets 

• Large cash deposits 

• Insufficient funds to cover closing costs 

• Insufficient funds to cover post-closing reserves 
You’re not responsible for knowing when these red flags surface, and you 
shouldn’t be expected to resolve them for your clients. But you need to 
communicate to your customer why they are problematic for his or her 
mortgage application, as well as corrective steps. A key ingredient of your 
action plan should be to recommend a loan officer to your buyer who is 
willing and able to provide a “red flag analysis.” This analysis is a detailed, 
comprehensive disclosure that quantifies a buyer’s creditworthiness and his 
or her maximum purchase power. It is based on the client’s credit report 
and verifiable income and assets. Like a preapproval, the analysis is not a 
loan commitment; its value rests in eliminating the shortcomings of a 
preapproval letter, creating a positive environment for everyone. 



Source: Tim Malburg, president of Wilton, Conn.-based Capstone 
Mortgage Company 

 
 

How to Prevent a Low Appraisal 
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Many buyers are offering more than the asking price on properties 
undergoing bidding wars, but when the appraisal reveals the true market 
value of the home, they may find they’ve agreed to pay too much. Home 
sales commonly fall through when a property appraises for less than the 
price the buyer offers; the seller may be unwilling to accept a lower offer, 
and the buyer may decide the deal isn’t worth it. 

Appraisal issues are still one of the most common causes of delayed 
settlements, according to March data from the REALTORS® Confidence 
Index. Real estate professionals report that appraisal issues delayed 19 
percent of closings in March, which was the second most reported problem 
behind “issues related to obtaining financing.” Bankrate.com recently 
offered some tips for protecting your transactions from low appraisals. 

Buyers likely will want to ask their lender to find an appraiser who works 
regularly in the county where they’re purchasing. Appraisers who know the 
area are less likely to evaluate properties based on flawed data. Buyer’s 
agents should be present during an appraisal appointment in order to 
provide the appraiser appropriate comps and explain any information that 
could be skewing the comps.  
In some cases, sellers are being preemptive—getting an appraisal before 
listing their home and using that appraisal to set a realistic list price. If 
they’ve done this, they’ll want to give a copy of their prelisting appraisal to 
the buyer’s appraiser.  
Also, remember that your clients can contest a low appraisal. The appraiser 
or a supervisor may consider taking into account any new or overlooked 
information when an appraisal has been questioned.  

https://www.nar.realtor/research-and-statistics/research-reports/realtors-confidence-index
https://www.nar.realtor/research-and-statistics/research-reports/realtors-confidence-index


Source: “How to Avoid a Low Home Appraisal,” Bankrate.com (May 2, 
2018) 

 
 

Freddie Incentivizes Landlords to Keep Units 
Affordable 
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Mortgage financing giant Freddie Mac has announced it will offer low-cost 
loans to multifamily property owners who keep their buildings affordable to 
middle-class families. Landlords will receive lower interest rates if they 
agree to make the majority of their units affordable for tenants who earn 80 
percent or less of the area’s median income. The units also must remain 
affordable for the term of the loan, which typically spans about a decade.  

“The supply of workforce housing is rapidly declining,” says David 
Brickman, an executive vice president at Freddie Mac and head of its 
multifamily division. “There is an urgent need to preserve what’s there and 
find ways that you can effectively create more.”  

To launch the program, Freddie will back $500 million in loans to the Bridge 
Investment Group, which is a landlord with a portfolio of about 30,000 
apartments around the country. Bridge has pinpointed 38 metro areas 
across the country for investment. “Players have raised rents to justify 
returns, and many residents have been priced out” of central areas, Inna 
Khidekel, managing director of the capital markets group at the Bridge 
Investment Group, told The Wall Street Journal. A growing number of 
suburban areas are at risk of no longer being affordable, too. More than 60 
percent of renters in the U.S. earn less than 80 percent of their area’s 
median income, according to Bridge.  

Freddie Mac’s initiative will help the GSE meet a mandate from the Federal 
Housing Finance Agency to grow its lending arm to more underserved 
communities. Freddie backs loans for purchases of existing buildings; it 
does not make development loans.  

https://www.bankrate.com/finance/real-estate/how-to-avoid-a-low-home-appraisal-1.aspx


About two-thirds of the $73 billion of multifamily loans that Freddie 
purchased in 2017 went to apartments affordable to households earning 
less than 80 percent of their area’s median income, the Journal reports. 
However, that is down from three-quarters of its loans that were allocated 
to such units in 2013.  

Source: “Freddie Mac Offers Cheap Loans to Affordable-Housing 
Landlords,” The Wall Street Journal (May 3, 2018) [Log-in required.] 

 

https://www.wsj.com/amp/articles/freddie-mac-offers-cheap-loans-to-affordable-housing-landlords-1525348800
https://www.wsj.com/amp/articles/freddie-mac-offers-cheap-loans-to-affordable-housing-landlords-1525348800
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