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First-Time Buyers Key to Organic Housing
Market

Fannie Mae's economists said Friday that housing indicators continue to be
mixed. In the company's April Economic and Strategic Research report
Senior Vice President and Chief Economist Doug Duncan and his staff
pointed to a balance of positive and negative signals in recent weeks.

First, the economy as a whole seems to have largely rebounded from the
deteriorating financial conditions earlier in the year with the stock market
back at 2015 levels along with some commodity prices, narrowing risk
spreads, and a decline in the trade-weighted value of the dollar. However, the
economists say, even if the dollar continues to weaken net exports will still
subtract from growth throughout the rest of the year.

The economists say any rate hike at the April meeting of the Federal Open
Market Committee is 'off the table." Increasing labor force participation and
subdued wage pressure suggest the Fed leadership feels less urgency for the
second rate hike and while core inflation has picked up recently the Fed will
look for more concrete evidence that such firming will be sustained.

Housing positives include a gain for housing starts in February (though this
has since been squashed by March's numbers), the first in three months and
increasing strength in the single family sector. Despite continuing to trend
down after hitting a post-recession peak last June, the multi-family segment
remains positive. This is especially important in some energy-dependent
markets where new supplies of units were coming on-line just as energy
prices started to be felt.
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National Average Mortgage Rates

Jun 24

Rate Change  Points
Mortgage News Daily
30 Yr. Fixed 6.43% +0.02 0.00
15 Yr. Fixed 5.95% 0.00 0.00
30 Yr. FHA 5.82% +0.02 0.00
30 Yr. Jumbo 6.62% 0.00 0.00
5/1 ARM 6.28% -0.01 0.00
Freddie Mac
30 Yr. Fixed 6.35% -0.51 0.00
15 Yr. Fixed 5.51% -0.65 0.00
Mortgage Bankers Assoc.
30 Yr. Fixed 6.44% -0.06 0.54
15 Yr. Fixed 5.88% -0.16 0.68
30 Yr. FHA 6.36% -0.06 0.85
30 Yr. Jumbo 6.75% +0.07 0.39
5/1 ARM 5.98% -0.27 0.65
Rates as of: 8/30
Recent Housing Data

Value Change

Mortgage Apps Aug 28 226.9 +0.49%
Building Permits Mar 1.46M -3.95%
Housing Starts Mar 1.32M -13.15%
New Home Sales Mar 693K +4.68%
Pending Home Sales Feb 75.6 +1.75%
Existing Home Sales Feb 3.97M -0.75%

The interest rates provided in this newsletter are national averages from independent data sources. Rate/APR terms may differ from those listed above based on the
creditworthiness of the borrower. All information provided "as is" for informational purposes only, not intended for trading purposes or financial advice.
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Value Change

Single-family Starts Gradually Trend Up Builder Confidence Mar 51 +6.25%
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On the negative side, the report cites a sharp drop in existing home sales in February along with only a modest recovery for
new home sales after a drop in that sector in January. New home sales, they say, have moved sideways over the past year and
builders' confidence as measured by the National Association of Homebuilders/Wells Fargo's Housing Price Index has
softened since peaking at a 10-year high in October. That index however did stabilize in March although the forward looking
component fell to its lowest level in a year.

Fannie Mae points to low inventories as one cause of the softness in home sales, especially lower-priced homes. The
inventory of completed new homes remains extremely low by historical standards and that may be discouraging buyer
traffic. While housing completions have been increasing from 2010 lows those homes have been concentrated in large and
less affordable homes.

Housing Inventory Is Tight, Especially for Lower-
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The existing home supply is also lean; listings are not keeping pace with demand and the tight market has tended to boost
prices disproportionally at the lower end. Even as interest rates decline to 2016 lows the strong price appreciation is eroding
affordability for potential first-time buyers whose incomes are not keeping up with the gains. Fannie Mae sees a great deal of

pent-up demand among young adults, many of whom continue to live with their parents and will likely rent rather than buy
when they finally establish their new households.

Rent increases will probably moderate as more new multi-family supply comes on line and that will take some pressure out
of core inflation. However again the new supply is tilted toward Class A properties and the tighter supply of lower-rent
Class B and Class C units will command larger rent increases, especially for new tenants. "Elevated rental cost burdens will
hurt purchase affordability by inhibiting renter's abilities to save for down payments," the report says.

Potential first-time buyers are seeing good labor market news. Employment among those 25 to 34 years of age has increased
at a healthy pace and their share of the total labor force has risen to the highest reading since 2002 although part of that is
based on the sheer numbers in that age group. "A sustained increase in income among young adults, more construction of
starter homes, and continued introduction of new loan products geared towards those with low down payments would go a
long way toward bringing more potential homebuyers into the housing market. More first-time homebuyers should lead to
more trade-up buyers spurring organic housing demand amid declining investor and international demand."

Employment for Key First-time Homebuyers
Group Has Recovered Well
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Percent Employed Between 25 to 34
Years Old as Share of Total Labor Force

The bottom line: Fannie Mae's economists are holding to most of their earlier forecasts. They do see total mortgage
originations declining about 9.0 percent in 2016 to $1.56 trillion with a 40 percent refinancing share. That share will drop to

31 percent in 2017 and originations will not increase enough to sustain overall levels. Total production volume will drop
next year to $1.43 trillion.
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Service oriented, responsive, competitive rates and an in depth
knowledge of todays mortgage market

After completing my degree in finance at the University of Connecticut, | started in the mortgage business right out of
college in 2004. With 15+ years of experience and a primary objective of thoroughly explaining all available loan options to
my clients with what is typically the largest investment in their lives, | strive to always make myself available. | constantly
educate myself with respect to the mortgage industry and underwriting guidelines for FHA, VA, conventional and jumbo
financing. | deliver on the expectations discussed up front and provide the service level my clients deserve from day one. |
will remain in touch throughout the process and continue to follow up with you after closing. My goal is to wow you and
turn you into clients for life. | want you to be so impressed that throughout and after the process you share my information
with your friends, family, neighbors and co-workers who may value from my services.

Steve Chizmadia %
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