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Tax Law Unlikely to Impact Home Prices National Average Mortgage Rates

rngage

Freddie Mac looked at the possible effects of the Tax Cuts and Jobs Act of 30 Ygar Fixed Rate Mo

Matigal Average: 6.43%

2017 in an earlier edition of its Outlook economic forecast. This month it
takes that analysis granular - right down to two families, the Smiths and the
Johnsons, both in the market to buy a house. The Smiths are a median income
family living in Mississippi while the Johnsons are high income earners living
in New Jersey. Each family has one kid and each plan to spend four times
their income on a home.

The Smith's would see little impact from homeownership under the new tax wsle e
law. Their taxable income would decrease from $17,150 in 2017 to $16,000 Now 23 Jan 24 Apr 24 Jun 24

in 2018 as the much larger standard deduction makes up for the elimination Rate  Change  Points
of or caps on many deductions that might earlier been itemized. The
Johnson's on the other hand, see their taxable income rise from $198,908 to

Mortgage News Daily

$250,904. The Smiths enjoy a $115 reduction in their income taxes while the 30 Y. Fixed 6:43% +0.02 0.00
Johnson's pay $4,300 more. Freddie Mac quotes a study by Zillow that found 15 Yr. Fixed 5.95% 0.00 0.00
only around 14 percent of homes in the U.S. are "worthy enough" for a new 30 Yr. FHA 5.82% +0.02 0.00
homebuyer to benefit from itemizing deductions; down from 44 percent 30 Yr. Jumbo 6.62% 0.00 0.00
under the previous tax rules. 5/1 ARM 6.28% 001 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%
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Value Change
Exhibit 2 Pending Home Sales Feb 756 +1.75%
Existing Home Sales Feb 3.97M -0.75%

lllustrative example to highlight impact of tax bill
Builder Confidence Mar 51 +6.25%

Smith Johnson

Mississippi  Mew Jersey

Income for family of thrae F42.000 $300,000
Home valug [4X income) F168,000 F1,200.000
20 parcent down payment &33,600 - F240,000
Mortgage amount $134,400 FOE0,000
Estimated maorlgage nterest paid over 12-month period | $5.306 $1,472
Estimated property laxi $1.445 $27.720
Estimated home owners insurance {(375%) FE30 - $4,500
Foragona intanast on down paymeant (3%) 1,008 E7.200
Repairs and mantenance over 12-month period (1.5%) | $2.520 . $18.000
House value appreciation over a 12-month period (3% | $5.040 $36,000
Charitable giving (2% of Income) 3840 &6,000
State taxes (5% of income above 325 000) &A50 $13.750
2017 Standard deduction $12,700 $12,700
2017 Taxable Income 17,150 $198,908
2018 Standard deduction F24 000 F24.000
2018 SALT Gap $10,000 . $10,000
2018 Child Tax Credit 2,000 . $2.000
2018 Taxable Income £16,000 $250,004
2017 Income Tax 1,715 $55,604
2048 Incoms Tax 31,800 I F60,022
Differance betwean 2017 and 2018 tax deduction 315 . ($4,328)
Total tax saving for a homebuyer under 2017 tax lavs | 30 $32778
Total tax saving for a homebuyer under 2018 tax laws | 30 $5,738

* Assuming a4, 32% interast rate and a 30-pasr fised-rate morgage,
# Propsrty tax = [L,66% in Mississippi and 2.31% in New Jersey 1.2

But the bottom line is that the new tax law does not stand in the way of the Smith's homeownership decision, while for the
Johnsons the tax savings from owning a home would go from $33,000 to $5,000. Freddie Mac speculates that family might
put off buying a home for longer than if the tax bill had not been enacted.
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If the entire amount of the lost tax savings were reflected by the same amount in lower home prices, that would bea 1
percent reduction in the Johnson's market and much less in other parts of the country. However, economic models usually
compare the user cost of housing with renting. If rents remain unchanged, then house prices may fall to reflect higher
homeownership costs such as property taxes or higher interest rates. Under the new law higher property taxes would
further impact taxes among those who itemize (because of the cap) while higher interest rates would affect everyone.

Freddie Mac concludes that the direct impact of the tax bill will be limited in terms of national house prices. Certain markets
with higher average incomes (and thus more households likely to itemize deductions) and property tax rates may see larger
direct impacts on house prices ranging as high as around two percentage points. But the largest effect on prices will come
through higher mortgage rates, which impacts all households irrespective of tax laws.

Freddie Mac's economists also reviewed refinancing statistics for the fourth quarter of 2017. Cash-out refinances, those
transactions where the new mortgage balance was at least 5 percent higher than the old mortgage, represented 63 percent of
the total, down from 89 percent in the previous quarter but still a significant increase from 44 percent in the fourth quarter
of 2016.

Homeowners cashed out an estimated $14.8 billion in net home equity in 2017 dollars, during the quarter, down from $19.0
billion in Q4 2016. This is afar cry from the $102 billion cashed out at the peak, in the second quarter of 2006.

The average reduction in interest rates enjoyed by those who refinanced first liens in the fourth quarter was 65 basis points.
A year earlier the savings averaged 105 basis points.

Freddie Mac said the relatively low rate reduction (the average was 190 basis points in Q2 2013) reflects the high percentage
of refinances for consolidating other debt or for home improvements. The average cash out amount over the last few
quarters has been around $55,000.

thanks for visiting this site

thank you for coming to website. Having been a loan officer for 20+year...I know first hand how important it is to stay on top
of the news and event that effect mortgage rates, regulation, and program guidelines. Let this web site be a resource for you.
New American Funding CA-DB0O268619 Corp. NMLS: 6606

Equal Housing Lender

Licensed by the Department of Business Oversight Under the California Residential Mortgage Lending Act

Stephen Moye a

© 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/stephenmoye



http://www.marketnewsletters.com
http://housingnewsletters.com/stephenmoye

	Tax Law Unlikely to Impact Home Prices
	National Average Mortgage Rates
	Recent Housing Data
	thanks for visiting this site

