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Housing Market Could Anchor a Troubled National Average Mortgage Rates

Economy

Isn't it amazing that, after the near-decade of turmoil we have just gone
through, that Corelogic is calling the housing market "an oasis of stability?"
Maybe more surprising that those long-lamented tight inventories could be,
in one respect, a good thing?

According to the company's Deputy Chief Economist Sam Khater, June's vote
on Brexit caused the most volatile day in the history of foreign exchange
markets and in the aftermath, a influx of global investment pushed long term
Treasury notes to record lows. "But one market seems to have escaped these
gyrations: U.S. housing."
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Khater, writing in the company's Insights blog, says the most common way to 30YR Fixed 7.27% -0.02 0.00
measure volatility is the standard deviation in the metric of interest. In the

) . . 15YR Fixed 6.92% -0.03 0.00

case of housing prices, that means the degree to which the year-over-year .
change in monthly housing prices fluctuates in relation to its average over SOYRFHA 6.90% -0.01 0.00
time. 30YR Jumbo 7.55% 0.00 0.00
. . . . 7/6 SOFR 6.78% -0.10 0.00
While the 2000s were rocky, historically home prices have not been 30YRVA 6.91% 001 0.00

particularly volatile. Going back 40 years he finds that price volatility has

. . Rates as of: 10/30
averaged 60 basis points but over the last two years the mean has been 20

points and in the most recent year only 10. MBS and Treasury
Price /Yield Change
MBS UMBS 6.0 99.97 +0.16
10 YR Treasury 48832 -0.0467
30 YR Treasury 5.2560 -0.0522

Pricing as of: 11/2 9:52AM EST

Recent Housing Data

Value Change
Mortgage Apps Oct 21 195 +3.39%
Building Permits Sep 1.4M +0.43%
Housing Starts Sep 1.22M  -4.24%
New Home Sales Sep 676K -1.17%
Pending Home Sales Aug 712 0%
Existing Home Sales Oct 3.99M +0.25%
Builder Confidence Oct 29 -9.38%
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Figure 1: Home Price Volatility Lowest in 40 Years
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Source: CoereLogic Home Price Index & 2018 CorelLegic, Inc. Al rights reserved

The last such placid period was 1994 to 1997 and though even then the volatility was greater than in the recent period, that
stable mid-90s market helped anchor the economy during the recession of 2001. Khater says the dot-com downturn was

and still is the mildest post-war recession because, in part, the real estate market served to "buffet declines in economic
growth and equities."

Of course like everything related to real estate, location is paramount, and some markets, particularly San Francisco, have
been very volatile. Home prices in that metro area were up 4 percent year-over-year in June, but had risen 12 percent on an
annual basis only six months earlier. Markets with a mix of healthy economies, steady demand, and low inventories, he
specifically mentions Phoenix, Raleigh, Tampa, Denver, and LA, have been very stable.

Due to very tight inventory of unsold homes and rising purchase demand, Khater expects stability in real estate prices to
persist in the short term, even as other asset classes remain turbulent. This, he says is important because volatility is usually

an indicator of risk. "Just like the 1990s, a stable home price environment is a very good sign for the housing market and will
help anchor the economy if it encounters rough patches in the future," he says.
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The Arizona Loan Baron is at your service!

| would appreciate the opportunity to share with you my extensive mortgage lending experience. My client focused

approach has allowed me to build long lasting relationships and partnerships throughout Arizona. | know this market. | live
here and work here. Please allow me to be your mortgage lending partner.
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