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~ Buying a Home This Summer
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be as well. Not only has residential real estate made a full recovery from last year, but
households that delayed their plans during the height of the health crisis are ready to regroup
LT €2dzONB (GKAY{1Ay3a 2F o6dzeAy3d | K2YSI (KAaA
some of the biggest wins for homebuyers this season.

1. Mortgage Rates Are Still Low

Last year, we saw the lowest mortgage rates in recorded history as they fell below 3% for the
FANBG GAYS SOSNH ¢KAA aSlazys GKS@QNB Ay Ol
the historic norm. According tBreddie Mac
2SS F2NBOFad GKFG Y2NI3IF3AS NI GSa ogweft C
estimate the 30year fixed mortgage rate will average 3.4% in the fourth quarter of
202> NA&aAYy3a G2 odyx AY (KS F2dzNIK |j dzi NI €

¢t2RIFeQa f2¢ Y2NI3IlF3IAS NIXrGdSa INBE ONBIFOGAYy3A |
last much longer. Buying this summer is the best way to secure a home with an impressively
low rate.

2. Buying Is More Affordable Than Renting

2 A0K G2RIFeQa f2¢ Y2NI3IlF3AS NXradSa €SFRAy3I G
to Mike Loftin, author oHomeownership Is Affordable Housingm the Urban Institute

G/ 2y GNI NB G2 LI2LMz NI 6oSEASTE 26yAy3d 2y S
renting.LG Aa OKSIFLISNI G2 o6dz22 | K2YS GKFy A

Buying a home now instead of renting one may be the gahsnger that amplifies lonagerm
savings for renters who are ready to become homeowners. When paying a mortgage as
2112 AaSR (G2 LIeAy3a NByildz GKIFIG Y2ySe Aa NBA:
your own net worth when you own a home. Thisis aterm cadlgaity> | YR A G Qa 2\
biggest financial benefits of homeownership.
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3. Equity Is Growing

The latest Homeowner Equity Repémam CorelLogiootes that the average homeowner
gained $26,300 in equitpver the past year. With equity growing so significantly, you can feel
confident that homeownership is a sound investment in your future.

Homeowner Equity Gains over the Last Year

4. Home Prices Are Appreciating H

. NH($36K)
MA ($38K)

NJ ($33K)
DE ($24K)
MD ($26K)

Average Equity
Gain (YOY)

® >S$30K

@ 520K -30K
® $10K- $20K
® $0-510K
® <350

@ Insufficient
Data

S30K UNITED STATES

$26,300

According to many leading experts, home prices are expected to appreciate through 2022.
2 KSy K2YS @I fdzSa NxaasSz AdQa

same report:
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G!'a O2YLISGAGAZ2Y T2 Nisdleh@neRisoskepriRésigyerhged dzLILJE
annual homeowner equity gains in the fourth quarter of 2020 reached the highest
level since 2013For current owners, these gains have created a buffer against
RAFFAOdZ GASEa ONRdAzZAKG 2y
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Knowing home values are increasing while mortgage rates are so low should help you feel
confident that buying a home this year is advantageous from a price perspective and as a
strong longterm investment.

Bottom Line

LT &2dz2QNB O2ya
Y2NI 3l 3S NI GSa

the homebuying process.
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Expert Insights for Homebuyers

\

| SNBQa | t221 +d 6KIFIG aASOSNIt AyRdzadNB S
from the housing market this summer and into next year.

Lawrence YunChief Economisit NAR

"As mortgage rates increasthe frenzied multipleoffer situation will become less
prevalent by year's ent €

Greg McBrideChief Financial Analysit Bankrate

@ KSNEQa y2 NBI 4 ibngayod shaBcOliendain in ydurthéme more
GKFY | ¥S¢ @SIFENBR a2 GKIG e2dz Oy oNFBI |
a2YS2yS 2FFSNBR (2RIFHéQa NYaGSa (2 @é&2dz (K
2 JSNI A G o¢

Danielle HaleChief Economisit realtor.com
G{ dzNBSea aK2¢SR GKIG aStftSNI O2yFARSYyOS
recent survey finding thahore homeowners than normal are planning to list their
homes for sale in the next 12 montlssiggest that while we may not see an end to the

a St t SNBemiyht shd i intensity of the competition diminish as buyers have
more options to choose frod €

Bottom Line

The experts are very optimistic about the housing market right now. If you pressed pause on
@2dzNJ NBIFf SadlrasS LXIFya tFai ecagapbintieSid Qa Of
homebuying process this summer.
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Patience Is Key In a Competitive Market
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According to the Realtors Confidence Index Sufnay the National Association of Realtors
(NAR)puyer demand across the country is incredibly strebg ¢ KI 1 Qa y 24 (KS
the supply side. Seller traffic is simply not keeping up, making it challenging in many areas fol
0dz2SNE (G2 FAYR K2YS&a (2 LIJzNOKIFaSo | SNBEQa |
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NAR also reportthat the actual number of homes for sale stands at 1.16 million units. Unsold
inventory sits at 2.4Y 2 y (I K & Qat thedzaldedit shles pace. In a normal market, that
number would be 6.0 months ariventory¢ significantly higher than it is today.

What does this mean for you?

LT @2dzQNF NBI Reé (2 0dz2 I vy R relh@mp&iNdin thelsdarkh/ 3
process. At the same time, be readyact immediatelyonce you find the right home since
bidding warsare more common when few houses are up for sale.

Bottom Line
[ SGQa O2yySOG &2 e2dz KI @S +y SELISNI 3IdzA RS
homebuying process.
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this year. This has some voicing concerns that we may be in another housing bubble like the
2yS 6S SELSNASYOSR I tAGGES 20SNIJ I RSOIRS
and the market is completely different today.

1. This time, housing supply is extremely limited.

The price of any item is determined by supply and demand. If supply is high and demand is Ic
prices normally decrease. If supply is low and demand is high, prices naturally increase.

In real estate, this balance is measuredi® y (1 K& Q & dzLJLJkich 8 Fasedl gh@n® v {
number of current homes for sale compared to the number of buyers in the market. The
Y2NXIf Y2YyO0KaQ adzZlix & 2F AygdSyia2NEB F2N (K:
RSTAYSa I 0d2@SNEQ YIN]JSGE AYyRAOFGAY 3 LINA O
market in which prices normally appreciate.

. S06SSYy Hnnc FYR HnnyI (GKS Y2y(iKaQ adzJJ &
tollmonths.t KS Y2y (iKaQ adzli & ¢l a 20SNI aSOSy Y
g £ dzSa O2y Ay dzSR (2 NA&SP 4angninkcingar histgrid Sy G 2 |
lows. Remember, if supply is low and demand is high, priaggally increase

2. This time, housing demand is real.

During the housing boom in the mRDOOs, there was what Robert Schiller, a fellow atYa&
School of Management's International Center for Finanakedirrational exuberance The
RSTAYAGAZ2Y udfundédntarkel Gindism that Bcksia real foundation of
fundamental valuation, but instead rests on psychological factors2 A (i K2 dzi O2 y & A
historical market trends, people got caught up in the frenzy and bought houses based on an
unrealistic belief that housing values would continue to escalate.

The mortgage industry fed into this craziness by making mortgage money available to just
about anyone, as shown in the Mortgage Credit Availability Index (MCAI) published by the
Mortgage Bankers Associatiomhe higher the index, the easier it is to get a mortgage; the
lower the index, the more difficult it is to obtain one. Prior to the housing boom, the index
stood just below 400. In 2006, the index hit antale high of over 868, meaning nearly
everyone could qualify for a mortgage. Today, the index stands at 128.1, which is well below
even the preboom level.
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In the current real estate market, demand is real, not fabricated. Millennials, the largest
generation in the country, have come of age to marry and have children, which are two

major drivers for homeownership. The health crisis also challenged every household to
redefine the meaning of home and-svaluate whether their current home met that new
definition. This desire to own, coupled with historically low mortgage rates, makes
LIZNOKF aAy3 | K2YS G2RlIF@& | a4NRy3I>X az2dzyR T
very real. Remember, if supply is low and demand is high, pratesally increase

3. This time, households have plenty of equity.

' 3FAYS RdAZNAYy3I GKS K2dzaAy3d 0622Y3 Al ¢l ayQi
Existing homeowners started using their homes like ATMs. There was a wave-otitash
refinances, which enabled homeowners to leverage the equity in their homes. From 2005
through 2007, Americans pulled out $824 billion in equity. That left many homeowners

with little or no equity in their homes at a critical time. As prices began to drop, some
homeowners found themselves in a negative equity situation where their mortgage was
higher than the value of their home. Many defaulted on their payments, which led to an
avalanche of foreclosures.

Today, the banks and the American people have shown they learned a valuable lesson from
the housing crisis. Cagiut refinance volume over the last three years was less than a third
of what it was compared to the 3 years leading up to the crash.

This approach has created levels of equity never seen before. AccordingoSi&ensus

Bureay over38% of owner2 OO dzLJA SR K2 dza Ay 3 dzy A (i @ithouNE 2 5y
any mortgage). In addition, th&TTOM Data Solutiorfisst quarter 2021 U.S. Home Equity
Report reveals:

GMT Py YATEA2Y NBAARSYUOAFf LINPLISNI#hcka Ay
meaning that the combined estimated amount of loans secured by those properties
gl a pn LISNOSYyild 2N fSaa 2F GKSANIcBaGAY! {
properties in the first quarter of 2021 represented 31.9 percent, or about one in three,
2F GKS ppody YATfA2Y Y2NL3IFISR K2YSa Ay

If we combine the 38% of homes that are owned free and clear with the 19.8% of all homes
that have at least 50% equity (31.9% of the remaining 62% with a mortgage), we see that
57.8% of all homes in this country have a minimum of 50% equit)k I 0 Qa & A Iy A TFTA
better than the equity situation in 2008.

Bottom Line

This time, housing supply is drastically lower. Demand is real and rightly motivated. Even if
prices were to drop, homeowners have enough equity to be able to weather a dip in home
values.Thisis nothing like2008 Ly FF OG0 AGQa GKS SEIFOG 2LJ
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For generations, the homebuying process never really changed. The seller would try to
estimate the market value of the home and tack on a little extra to give themselves some
negotiating room. That figure would become the listing price of the hoBagerswould then

try to determine how much less than the full price they could offer and still get the home. The
asking price was generally the ceiling of the negotiation. The actual sales price would almost
always be somewhat lower than the list price. It was unthinkable to pay more than what the
seller was asking.

Today is different.

The recordlow supplyof homes for sale coupled with very strong buyer demand is leading to a
rise inbidding warson many homes. Because of this, homes today often sell for more than the
list price. In some cases, they sell for a lot more.

According to Lawrence Yu@hief Economisit The National Association of RealtgAR):
GC2NJ SOSNE f A&l MHglfdf the Kofdsire behi® sold above [BHEE NB
9
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You may need to change the way you look at the asking price of a home.

LYy GKA& YIFENJSGS e2dz tA1Ste OFyQid &aK2LJ F2NJ
price or more for a house.

Due to the low supply of houses for sale, many homes are now being offered in an diketion
atmosphere in which the highest bidder wins the home. In an actual auction, the seller of an
AGSY aANBSa G2 G11S KS KAIKS&ad 60ARXE FyR
selling. A reserve price is the minimum amount a seller will accept as the winning bid.

When navigating a competitive housing market, think of the list price of the house as the
NEaSNWBS LINAOS a4 Fy FdzOdAz2yod LGQA GKS YAy,
asking price is often becoming the floor of the negotiation rather than the ceiling. Therefore, if
you really love a home, know that it may ultimately sell for more than the sellers are asking. S
a4 @2dzONB yI@AIAFGAY3 KS K2YSo6dz2Ay3d LINEOS:
can afford, and work with a trusted advisor who can help you make all the right moves as you
buy a home.

Bottom Line

{2YS2yS 4K2Qa Y2NB FlFLYATtAFINI gAGK GKS K2 dza,
offering more for a home than the listing price is foolish. However, frequent and competitive
bidding wars are creatinganauctibnA { S F G Y2aLIKSNBE Ay YIlIyeé NBI
connect so you have a trusted real estate professional on your side to providkeshadvice

on how to make @ompetitiveoffer on a home.
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