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Home Prices up but Gains Inconsistently National Average Mortgage Rates

Home price gains were somewhat mixed in December with some of the S&P
Case-Shiller posting larger increases than in November and others negative
or unchanged. The U.S. National Home Price Index, covering all nine U.S.
census divisions increased 5.4 percent in December compared to a year
earlier where the increase in November was 5.2 percent. On a non-seasonally
adjusted monthly basis the National Index was up 0.1 percent month-over-
month and 0.8 percent when seasonally adjusted.

The 10-City Composite Index posted a slightly lower year-over-year increase
than it had in November, up 5.1 percent compared to 5.2 percent. The 20- Jan 26 .
City Composite was unchanged from the increase in November of 5.7 Rate Change  Points
percent. On a monthly basis the 10-City Composite was down 0.1 percent

before seasonal adjustment and up 0.7 percent after adjustment. The 20-City
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Portland, Oregon, San Francisco and Denver continued their pattern of double digit annual increases with Portland gaining
11.4 percent, San Francisco 10.3 percent and Denver 10.2 percent. Thirteen cities reported larger gains in December than
November; Detroit's increase was the biggest at 7.1 percent, 1.2 percentage points more than its November gain. Phoenix
extended its streak of annual increases to a full year with a 6.3 percent year-over-year change.

Bloomberg reported that the 20-City seasonally adjusted index came in exactly where analysts had predicted, up 0.8
percent. They were looking for a slightly higher non-seasonally adjusted number at 0.2 percent and a much higher year-over-
year number of 5.9 percent.

"While home prices continue to rise, the pace is slowing a bit," says David M. Blitzer, Managing Director and Chairman of the
Index Committee at S&P Dow Jones Indices. "Seasonally adjusted, Miami had lower prices this month than last and 10 other
cities saw smaller increases than last month. Year-over-year, seven cities saw the rate of price increases wane. Even with
some moderation, home prices in all but one city are rising faster than the 2.2% year-over-year increase in the CPIl core rate
of inflation.

"Sparked by the stock market's turmoil since the beginning of the year, some are concerned that the current economic
expansion is aging quite rapidly. The recovery is six years old, but recoveries do not typically die of old age. Housing
construction, like much of the economy, got off to a slow start in 2009-2010 and is only now beginning to show some serious
strength. Continued increases in prices of existing homes, as shown in the S&P/Case-Shiller Home Price Indices, should
encourage further activity in new construction. Total housing starts have stayed above an annual rate of one million starts
per year since last March and single family home have been higher than 700,000 units at annual rates since June. Housing
investment continues its positive contribution to GDP growth."

As of December the two composite indices are back to their winter 2007 levels and are down 11-13 percent from the peaks
they established in the summer of 2006. Since prices bottomed out in March 2012 the 10-City Composite has recovered by
34.7 percent and the 20-City by 36.3 percent.
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The S&P/Case-Shiller Home Price Indices are constructed to accurately track the price path of typical single-family home
pairs for thousands of individual houses from the available universe of arms-length sales data. The S&P/Case-Shiller National
U.S. Home Price Index tracks the value of single-family housing within the United States. The indices have a base value of 100
in January 2000; thus, for example, a current index value of 150 translates to a 50 percent appreciation rate since January
2000 for a typical home located within the subject market.

The 10-City Composite currently has an index level of 197.21 and the 20-City a value of 182.75. The National Index is at
175.65. Detroit has the lowest index value at 103.77 and Los Angeles has the highest at 240.54.
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A Lower Price or a Lower Rate? Don't Guess. Compare: 10-22-2026

What Every Agent Should Know:---

With mortgage rates challenging affordability and buyers hesitant to make decisions, sellers are increasingly willing to
negotiate. But here's a question every REALTOR® should consider:---

Is your buyer better off negotiating a lower purchase price—or asking the seller to contribute toward a permanently lower
interest rate?---

A pricereduction lowers the mortgage balance, but the resulting monthly payment savings may be surprisingly small.---

Alternatively, a seller contribution toward a permanent interest-rate buydown could provide substantially greater monthly
payment relief, even with a higher purchase price.---

But what if mortgage rates decline in the next 6, 12, or 24 months?---

That's the question nobody can answer with certainty.---

A buyer who negotiates a larger price reduction may benefit from a lower loan balance and potentially refinance if rates
decline. A buyer who secures a permanently lower rate benefits immediately, without depending on future market

conditions.---

Both strategies have merit. The right answer depends on the numbers, the buyer's financial priorities, and how long they
expect to keep the mortgage.---

For listing agents, this creates another negotiating opportunity. A seller contribution toward financing costs may be more
attractive to a payment-conscious buyer than another reduction in asking price.---

Before your buyer requests a price reduction—or your seller agrees to one—give me a call.---

Let's compare the alternatives. Sometimes the smartest negotiation isn't about the price. It's about how the transaction is
structured.---

EQUAL HOUSING LENDER---
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