
How Rising Rates Will Impact Home Prices 
Daily Real Estate News | Thursday, March 09, 2017  

Americans have, so far, stood resilient to rising mortgage rates, but a bigger impact 
will come soon, say Goldman Sachs economists.  

Read more: Mortgage Rates: Is It a 'Year Full of Surprises'?  

Housing’s share of the economy rose above normal levels from November to 
January, despite mortgage rates surging 60 basis points at the time.  

Still, economists caution that there may be a lag to the impact of rising rates and 
particularly their effect on home prices. In an analysis—pulling data from past 
100-basis point increases in mortgage rates—economists found that the median 
home price often drops 3 to 4 percent.   

“This median estimate suggests that the recent 60 basis point rise in mortgage rates 
should, all other things equal, lower house prices by 2 to 3 percent,” the Goldman 
analysts concluded. “This estimate thus supports our forecast that national house 
prices will continue to rise, but at a slower pace in the next few years.” 

That said, buyer demand is much stronger than supply at the moment and the 
economy and job growth are continuing to support the housing market.  

“The housing market is also in a more virtuous cycle: Home equity has recovered, 
mortgage rates remain low enough to be manageable, and high rents make 
homeownership attractive,” MarketWatch reports.   

Many economists are skeptical whether mortgage rates will actually rise much 
more than they already have. A survey conducted by MarketWatch in December 
2016 showed an average for rates of 4.5 percent throughout 2017, a 35 basis point 
increase from current readings.  

Source: “Here’s How Home Prices May Respond to Rising Mortgage Rates,” 
MarketWatch (March 7, 2017) 

 
 

http://realtormag.realtor.org/daily-news/2017/02/17/mortgage-rates-it-year-full-surprises


Investor Reveals Market's Secret to Cashing 
In 
Daily Real Estate News | Thursday, March 09, 2017  

Real estate investor Sidney Torres is dishing on his big secret to making millions 
in real estate: Buy, don’t sell. 

Torres says the priority is to have a smart buying strategy where you truly can net 
the most profits, not in the renovations.  

Read more: 10 Top Rental Markets for Investors 

“A lot of people think, ‘Oh, I’m going to go in there and I’m going to renovate [the 
property] for a lot less, and that’s where I’m going to make my money,” says 
Torres, the host of CNBC’s “The Deed.” “You make your money on the buy. The 
best properties to buy are going to be those in up-and-coming neighborhoods that 
are ‘on the edge of the fringe.’”   

Torres says it’s important for buyers to do their homework, carefully searching the 
area, and consulting others who know the market well before making any move.  

“You never want to be in a deal where you pay a little more because you think 
you’re going to renovate it for less,” Torres says. “You’re putting yourself in a bad 
position.”  

Source: “Real Estate Mogul Says This Purchasing Secret Helps Him Find Perfect 
Buys,” CNBC (March 7, 2017) 

 
 

This Is the Worst ‘Housing Drought’ Ever 
Daily Real Estate News | Monday, March 27, 2017  

The number of homes for sale is at the lowest level on record, according to the 
National Association of REALTORS®, who began tracking inventory 18 years 
ago. That means many home buyers likely will find fewer options this spring, and 
the homes that are being listed tend to sell fast and at a premium. 

http://realtormag.realtor.org/daily-news/2017/02/10/10-top-rental-markets-for-investors
http://www.cnbc.com/2017/03/07/real-estate-mogul-says-purchasing-secret-helps-him-find-perfect-buys.html
http://www.cnbc.com/2017/03/07/real-estate-mogul-says-purchasing-secret-helps-him-find-perfect-buys.html


Read more: Home Sales Drop Amid Inventory, Affordability Issues 

The lack of new-home supply is one culprit. Housing starts are only at about 75 
percent of their historical average. Builders are focusing on pricier segments of 
move-up buyers, leaving a big void in the demand for lower cost homes that appeal 
to first-time home buyers. Builders blame the higher costs for land, labor, and 
materials as forcing them to concentrate on the higher end of the market. 

Builders aren’t the only ones to blame, however. Investors purchased about 4 
million distressed properties—mostly in the lower-priced starter home segment—
during the housing crash. They have been holding onto these properties, continuing 
to rent them out rather than selling. 

"Investors came in to get that cash flow, and the cash flow remains very positive," 
says Lawrence Yun, chief economist at the National Association of REALTORS®. 
"The price appreciation is just extra gravy that they're witnessing, and they're 
saying they're going to ride out this price increase." 

That strong price appreciation also may be curtailing home supplies. The more a 
local market has recovered, the larger the drop in inventory it's experiencing, 
according to a new survey by Trulia. 

"If you have a lot of equity in your home, that could be great to use to buy another 
one, but if that other home you might buy is that much more expensive than it was 
last year, you may stay put and you may renovate instead," says Ralph 
McLaughlin, Trulia’s chief economist. 

As such, the housing crunch likely isn’t going to let up anytime soon. Some areas 
are seeing it worse than others. For example, home sales in Southern California in 
February were 14 percent lower than the average, according to CoreLogic in 
reviewing 30 years of data. 

“San Bernardino County, which has the region’s lowest median sale price and 
entices many first-time buyers and others priced out of coastal markets, was the 
only Southern California county to post year-over-year increase in sales this 
February,” notes Andrew LePage, research analyst at CoreLogic. 

Source: “This Is What’s Behind the Severe Housing Drought,” CNBC (March 23, 
2017) 

 

http://realtormag.realtor.org/daily-news/2017/03/22/home-sales-drop-amid-inventory-affordability-issues
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Why Mortgage Rates Keep Owners From 
Selling 
Daily Real Estate News | Tuesday, May 16, 2017  

The median amount of time homeowners live in their home rose to about eight and 
a half years in 2016, the longest tenure since Moody's Analytics and First 
American Financial Corporation began tracking such data in 2000. Mortgage rates 
may be the reason owners refuse to move, which is keeping inventory stubbornly 
low. And economists predict homeowners will continue to lengthen their stay in a 
home through the next decade, The New York Times reports. 

Many homeowners refinanced their mortgages in recent years when interest rates 
were at historic lows—around 3.25 percent for a 30-year fixed-rate mortgage. Now 
that interest rates have increased, mortgage payments would jump significantly for 
homeowners, even if they find a similar home for the same price. For example, a 
$500,000 30-year fixed-rate mortgage for $500,000 with an interest rate of 5.5 
percent would increase a monthly payment from $700 to $3,600, including 
estimated taxes and fees. 

However, mortgage rates are not quite that high yet. The rate for the 30-year fixed-
rate mortgage averaged 4.05 percent last week, according to Freddie Mac. But 
many economists expect mortgage rates to inch close to 5 percent by the end of the 
year. 

Once mortgage rates rise to 5 or 5.5 percent, many homeowners will stay put due 
to the "lock-in effect," economists say. It may be most noticeable in cities with a 
high rate of job growth and higher-income neighborhoods, according to a 2014 
study by the Institute for Housing Studies at DePaul University. Many of the 
homeowners who refinanced when rates were at record lows tended to have better 
credit, higher incomes, and homes in pricier neighborhoods, the study showed.   

"We are coming out of a deep, dark hole called the housing bust, but we are a long 
way from normal—and we may never get back to normal—if 'normal' was the 
average person staying in their home for four or five years," said Mark Zandi, chief 
economist of Moody's Analytics. "We're at eight-plus [years] now, and even under 
the best of circumstances, maybe we get to six." 



Source: “Real Estate’s New Normal: Homeowners Staying Put,” The New York 
Times (May 14, 2017) 

 
 

Buyer Beware: Home Prices Will Only Get 
Higher 
Daily Real Estate News | Tuesday, May 16, 2017  

Home sales reached their highest pace in a decade in the first quarter of 2017 as 
property prices continue to escalate, according to the National Association of 
REALTORS®' latest quarterly report. 

The median price of an existing single-family home nationally was $232,100 in the 
first quarter, up 6.9 percent from the same time period a year ago. Home prices 
rose year over year in 85 percent of the 178 metro areas analyzed.  

The continued inventory shortages prompted home-price appreciation to quicken 
its pace in the first quarter, says NAR chief economist Lawrence Yun. 

"Prospective buyers poured into the market to start the year, and while the 
increased presence led to a boost in sales, new listings failed to keep up and 
hovered around record lows all quarter," Yun says. "Those able to successfully buy 
most likely had to outbid others—especially for those in the starter-home market—
which in turn quickened price growth to the fastest quarterly pace in almost two 
years." 

By Region 

Here is a closer look at how existing-home sales performed across the country in 
the first quarter: 

• Northeast: Existing-home sales dropped 2.2 percent but remain 4.2 
percent above the first quarter of 2016. Median single-family home 
price: $255,000, up 2.2 percent from a year ago. 

• Midwest: Existing-home sales fell 4.3 percent in the first quarter but 
remain 1.6 percent higher than a year ago. Median single-family home 
price: $176,600, up 5.7 percent from a year ago. 

https://www.nytimes.com/2017/05/14/business/economy/home-ownership-turnover.html?hp&action=click&pgtype=Homepage&clickSource=story-heading&module=second-column-region&region=top-news&WT.nav=top-news&_r=1


• South: Existing-home sales increased 5.8 percent in the first quarter 
and are 5.8 percent higher than a year ago. Median single-family 
home price: $209,000, up 8.8. percent a year ago. 

• West: Existing-home sales rose 1.6 percent in the first quarter and are 
7.4 percent higher than a year ago. Median single-family home price: 
$342,500, up 8.4 percent from the first quarter of 2016. 

Source: National Association of REALTORS® 

Thirty metros saw double-digit price increases in the first quarter, NAR's report 
shows. "Several metro areas with the healthiest job gains in recent years continue 
to see a large upswing in buyer demand but lack the commensurate ramp in new-
home construction," Yun says. "This is why many of these areas—in particular 
several parts of the South and West—are seeing unhealthy price appreciation that 
far exceeds incomes." 

The Commerce Department also reported Tuesday that overall home construction 
fell from March to April, with housing starts declining 2.6 percent month-over-
month. This could have a broader impact on the economy, Yun adds. "With 
housing starts declining in April, inventory shortages will continue for a longer 
period of time. The intensifying housing shortage will push up home prices and 
rents, and easily above wage growth and the broad consumer price inflation. This 
continued, slow pace of construction of new homes is a major bottleneck to a faster 
economic and housing recovery."  

Affordability weakened slightly nationwide in the first quarter, despite a rise in the 
national family median income to $71,201. Higher mortgage rates and home prices 
softened affordability compared to a year ago, NAR reports. To buy at the national 
median price, a buyer making a 5 percent down payment would need an income of 
$52,251; a buyer with a 10 percent down payment would need to earn $49,501; 
and a buyer with a 20 percent down payment would need to earn $44,001, 
according to NAR. 

Total existing-home sales in the first quarter, including single-family homes and 
condos, rose 1.4 percent to a seasonally adjusted annual rate of 5.62 million. That 
is the highest since the first quarter of 2007, when it stood at 5.66 million sales. 

"Last quarter's robust pace of sales was especially impressive considering the 
affordability sting buyers experienced from higher prices and mortgage rates," Yun 
says. "High demand is poised to continue heading into the summer as long as job 

http://www.realtor.org/topics/metropolitan-median-area-prices-and-affordability/data


gains continue. However, many metro areas need to see a significant rise in new 
and existing inventory to meet this demand and cool down price growth." 

At the end of the first quarter, 1.83 million existing homes were available for 
sale—6.6 percent below inventory levels of a year ago. The average supply during 
the first quarter was 3.7 months, NAR reports. 

Source: National Association of REALTORS® 
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