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"With access to equity like this, more homeowners will be selling or
rehabbing their homes."
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Americans Sitting on Trillions in Tappable
Equity

Americans are sitting on a nearly unprecedented level of untapped wealth -
or maybe sitting IN it is more to the point. A report from Black Knight notes

the first quarter of this year saw the "tappable" equity Americans have in Now 23

their homes rose at what could be a record pace. The company says tappable Rate Change Points
equity growth is a different metric than simple equity growth as it is the Mortgage News Daily

amount that homeowners can actually use. That is, it is the amount of a 30 Yr. Fixed 7.39% +0.01 0.00

home's value that can be borrowed against before reaching a combined loan-

to-value (CLTV) ratio of 80 percent. 15 ¥r. Fixed 6.83% +0.01 0.00
30 Yr. FHA 6.87% +0.01 0.00
Tappable equity grew by $380 billion in the first quarter of 2018. That 7 30 Yr. Jumbo 7.58% 0.00 0.00
percent increase is the largest single quarter growth in Black Knight's 5/1 ARM 7.40% 0.00 0.00
records, which go back to 2005. Equity growth is usually greatest in the first Freddie Mac
and second quarters of each year, but the first quarter growth this year was
nearly 30 percent greater than the same quarter in 2017. And, as the chart 30 Yr. Fixed 7.10% -0.34 0.00
below shows, second quarter growth has exceeded first quarter growth for 15 Yr. Fixed 6.39% -0.37 0.00
five of the last six years. Mortgage Bankers Assoc.
30 Yr. Fixed 7.24% +0.11 0.66
15 Yr. Fixed 6.75% +0.11 0.64
Tappable Equity Growth By Quarter 30 Yr. FHA 7.01% +0.11 0.94
$4008 $3818 30 Yr. Jumbo 7.45% +0.05 0.56
$3508 5/1 ARM 6.64% +0.12 0.87
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$2508 Recent Housi ng Data

$2008 Value Change
$1508 Mortgage Apps Apr24 196.7 -2.67%
$1008 I Building Permits Mar 146M -3.95%
$50B I I Housing Starts Mar 1.32M -13.15%
$B I I I I -l M I I I n New Home Sales Mar 693K +4.68%
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Pending Home Sales Feb 75.6 +1.75%

2012 2013 2014 2015 2016 2017 2018
Existing Home Sales Feb 3.97M -0.75%
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Value Change
Builder Confidence Mar 51 +6.25%

Homeowners nationwide have a total of $5.8 trillion in tappable equity and that number has increased by 16.5 percent or
$820 billion over the last 12 months. The total is the highest ever recorded and is 16 percent higher than at the previous
peak of home prices in mid-2006.

Another report earlier this month, this one from Corelogic put total equity at $15 trillion. This was an increase of $544
billion during the first quarter and $544 billion year-over-year.

This equity growth is, or course, being driven by rising home prices. Black Knight puts that growth at 2.5 percent in just the
first three months of this year. This works out to an increase of $6,900 for the median priced home in the first quarter and
$14.700 compared to the first quarter of 2017. The average homeowner has $113,900 in tappable equity. As we will seein a
minute however, those averages are misleading.

A declinein LTV's also plays a role; the national average is now 52 percent. Corelogic pointed out that the growth in
mortgage debt turned negative in 2008 and remained so until 2015 and has increased only slowly since then. From the first
quarter of 2017 to the first quarter of this year it grew by $280 billion, much more slowly than home values. It is now
estimated at $10.1 trillion.

Black Knight says nearly 70 percent of the equity gain in the first quarter is tappable, assuming a cap of 80 percentin
combined CLTV. However, there is a significant disincentive for equity-rich homeowners to refinance. Nearly 80 percent of
the total tappable equity is held by homeowners who hold first mortgages with interest rates below 4.5 percent and 60
percent is held by homeowners whose mortgages rates are below 4.0 percent.

Distribution of Tappable Equity
(By First Lien Interest Rate)
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This should be an attractive market for lenders' offering home equity lines of credit or HELOCS. Not only do these
homeowners have significant equity and first mortgages they may be reluctant to give up, but 70 percent of homeowners
with interest rates below the current levels have credit scores above 760.
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Tappable Equity Distribution
(By Credit Score and First Lien Interest Rate Bucket)
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However, as stated earlier, the wealth represented by increasing equity is very unequally distributed. San Jose, for example,
has seen the average mortgaged home gain $191,500 in tappable equity in the last year, more than twice the average in any
other market. The metro area is estimated to have the 4t" largest pool of such equity in the country, $336,000 billion, despite
being the 34t largest metro in population. The average per mortgaged homeowner is $695,000.

As can be seen from the map below, several other California cities as well as other area on both coasts, in Texas, and a few in
the Midwest have benefitted disproportionately from the rise in equity, while in most parts of the country there have been
considerably lower gains, or none at all.
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Because Integrity Matters™

Jeffrey has spent the last three decades perfecting an Honest, Open and Transparent (HOT™) loan and closing process that
is laser-focused on enhancing the consumer mortgage experience. By combining old-school, trustworthy customer service
with real-time, mobile-friendly technology, he has successfully built thousands of loyal, raving fans.

Jeffrey Chalmers ‘
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