
National Average Mortgage Rates

Rate Change Points

Mortgage News Daily

30 Yr. Fixed 7.07% +0.02 0.00

15 Yr. Fixed 6.45% 0.00 0.00

30 Yr. FHA 6.51% +0.02 0.00

30 Yr. Jumbo 7.26% 0.00 0.00

5/1 ARM 7.02% -0.01 0.00

Freddie Mac

30 Yr. Fixed 6.86% -0.01 0.00

15 Yr. Fixed 6.16% +0.03 0.00

Mortgage Bankers Assoc.

30 Yr. Fixed 7.02% -0.05 0.65

15 Yr. Fixed 6.60% -0.15 0.55

30 Yr. FHA 6.87% 0.00 0.92

30 Yr. Jumbo 7.18% -0.03 0.54

5/1 ARM 6.45% +0.08 0.81
Rates as of: 6/28

Recent Housing Data
Value Change

Mortgage Apps Jun 12 208.5 +15.58%

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%

Homeownership Trends Go Both Ways -
Study
MND recently summarized an analysis by the Urban Institute about a recent
Fannie Mae pilot program to underwrite securitization of a $1 billion loan
written by Wells Fargo to Blackstone Group, collateralized by thousands of
single-family rental properties.  That article alluded to the large number of
formerly owner-occupied homes that became rentals (an estimated three
million) during the housing crisis.

The Mortgage Bankers Association (MBA) has just released a study from the
Research Institute for Housing America (RIHA), authored by Stuart S.
Rosenthal, Maxwell Advisory Board Professor of Economics at Syracuse
University, that indicates that such a shift was not necessarily an unusual one.

 "A striking feature of the last housing crisis was the dramatic shift of owner-
occupied homes into the rental sector.  This paper looks back historically to
help understand how common such shifts have been and finds that the
factors affecting the rate of change are quite similar over time," said Lynn
Fisher, Executive Director of RIHA and the Mortgage Bankers Association's
Vice President of Research and Economics.  "Also, it's important to
understand the dynamics of the existing housing stock, because they help
explain how the market provides affordable housing, and how it adjusts in the
face of changes in both supply and demand.  This is especially true today,
when new homes are adding such a small fraction to the existing home
stock."

Using longitudinal data from the U.S. Census Bureau's American Community
Surveys covering 2000-2014 and the 1985-2013 American Housing Survey
panel it found several patterns involved in the occupancy shifts.

First, it found that, over time, transitions occur not only from owner-
occupancy to rentals but in the opposite direction as well. On average, each
decade there is a net transition of about 2 percent of the housing sector into
rentals.  However, the majority of transitions are to rentals as homes age.

The second finding was that, in the short-term, homes frequently transition
driven by home prices.  Rising prices draw rental units into owner-occupancy
while falling prices have the opposite effect. 

Mike Baker
Head Interest Rate Shopper, The Rate Shop
Individual NMLS: 259076 Company NMLS: 2554765 State
Licenses: KS (LO.0026431), MO (1434-MLO), NE (NE259076)23211 W 45th St Shawnee, KS 66226

Office: 913-213-3335

Mobile: 913-213-3335

mike@rateshopkc.com

View My Website

Housing News Update

© 2024 MBS Live, LLC. - This newsletter is a service of MarketNewsletters.com.

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.

Read or subscribe to my newsletter online at: http://housingnewsletters.com/rateshopkc

mailto:mike@rateshopkc.com
https://rateshopkc.com
http://www.marketnewsletters.com
http://housingnewsletters.com/rateshopkc


Builder Confidence Mar 51 +6.25%

Value Change
There is also data that indicate a shift to a rental property is more common when an owner-occupant is under water, that is,
owes more on the mortgage than the value of the home.  For homes only slightly underwater, a combined loan-to-value
(CLTV) ration between 100 and 120 percent, the probability of becoming a rental property is only 1 to 2 percentage points
greater than a home that isn't in negative equity.  Homes that are deeply underwater, with a CLTV exceeding 120 percent, the
owned-to rented probability is 6 to 8 points higher than for homes with equity.

Further analysis reveals that these transitions occur primarily for housing types for which there is ample demand in the
rental market. For underwater properties that have characteristics that limit demand in the rental sector, transitions to
rental status largely do not occur. Moreover, these patterns were nearly identical pre- and post-financial crisis which
suggests that the mechanisms that govern the impact of high CLTV on housing stock transitions were similar in both periods.
These data also make clear that the availability of mortgage financing affects the potential for own-to-rent housing stock
transitions in the face of falling housing prices.

Rosenthal sees a pattern of both short-term and long-term transitions.  Short run transitions are sensitive to changes in
market conditions such as rising house prices that may affect anticipated returns to investment, or falling house prices that
may trigger defaults.  These transitions are likely to be reversed along with reversals in market conditions, for example, a
rebound in home prices.  Long run transitions are more likely to be sensitive to age-related depreciation of the housing stock
and are part of a filtering process by which markets produce affordable housing.  Both long and short term transitions are
more frequent for housing types with a ready source of demand in the opposite sector and therefore are also sensitive to
structural and neighborhood attributes of a home that affect long and short run perceptions of housing quality.

Rosenthal says his findings have several implications for housing market dynamics including the long-run availability of
affordable housing.  Homes in the rental segment tend to filter down to households of lower real income at a rate of about
2.5 percent per year as compared to 0.5 percent for homes in the owner-occupied segment. Transition of housing stock into
the rental sector, therefore, amplifies this filtering process and accelerates the rate at which markets provide affordable
housing.

Another implication is for residential construction.  The author says movement from rental to owned housing has the
potential to undercut demand for new construction.  In addition, the current low national homeownership rate suggests that
a large buffer stock of potential owner-occupied homes may now sit in the rental segment of the market.  He offers this as
one explanation for why new home construction remains so far below expectations even as home prices have returned to
pre-crash levels and says additional research into this relationship is warranted.
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Real Talk
At The Rate Shop, we're not your average mortgage banker. We specialize in bringing you ridiculously low interest rates that

will make you wonder what the other guys are doing. In fact the ONLY objection we ever hear is “your rates sound too good

to be true”. Well they’re not, and here is why…

After 15 years in the retail banking world I was frustrated with the high interest rates that came from that business model.

As I looked around at all the bloated layers of management and their expensive salaries and the overhead of running a larger

company (think rent costs, employee health and benefit costs, payroll taxes, and on and on) it dawned on me that I was a part

of the problem, and the solution, for me at least, was so easy to see.

Start my own mortgage brokerage shop. No expensive executive salaries, no expensive building to pay rent at, no

unnecessary employees and all the costs that are associated with that. What happens when you cut out all the fat? You can

provide lower rates and lower closing costs. It’s simple. Now here is the best part, you still get great service from a local

Kansas City Lender. My mission is to let everyone know that low rates and great customer service are NOT mutually

exclusive.

Thanks for coming along on this journey where Low Rates meet Great Service. The two do NOT have to be mutually

exclusive. It’s just a lie that the big box mortgage companies have been telling you for years. Don’t believe me? Give me a call

or shoot me a text on my personal cell phone today and compare my rates and costs up against any other lender in the

country, and be prepared to be blown away.

Mike Baker 
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