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Cash-out Refinances at Seven-Year High National Average Mortgage Rates

Even as the share of originations going for refinancing began to flagin the
fourth quarter of 2015 the cash-out share of those refinancing increased.
Freddie Mac said that transactions in which the new mortgage exceeded the
old by 5 percent or more made up 43 percent of all refinances done during
the quarter, up from 39 percent in the previous quarter and 28 percent a year
earlier. It was the highest cash out share since 2008.

Freddie Mac funded $76 billion in mortgage loans during the fourth quarter,
down from $94 billion in the third quarter. In both quarters refinancing

represented about 50 percent of that volume, $38 billion in the fourth Jan 26 lar 26 Jun26  Aug 26
quarter and $46 billion in the third. In the first two quarters the refinance Rate Change  Points
share was over 60 percent. Mortgage News Daily
Prior to the housing crisis an average of 64 percent of refinances included a 30YR Fixed 7.35% +0.02 0.00
cash out component, peaking at 89 percent in 2006. After the crash the share 15YR Fixed 7.00% -0.01 0.00
plummeted, hitting 12 percent in the second quarter of 2012. It didn't climb 30YR FHA 6.99% +0.01 0.00
above 20 percent for the next two years. 30YR Jumbo 7.60% 0.00 0.00
7/6 SOFR 6.86% +0.01 0.00
30YRVA 7.00% +0.01 0.00
Higher Loan Amount Rates as of: 10/28
o Recession MBS and Treasury
0% Price/Yield  Change
80% MBS UMBS 6.0 99.66 +0.06
70% 10 YR Treasury 49969 -0.0196
R 30 YR Treasury 53221 -0.0232
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10% Mortgage Apps Oct 14 1886 -5.32%
0% : Building Permits Sep 14M  +0.43%
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Housing Starts Sep 1.22M  -4.24%
Source: Freddie Mac fourth quarter Refinance Report. "Higher Loan Amount” refers to loan amounts that were
at least 5 percent greater than the amortized unpaid principal balance (UPB) of the original loan New Home Sales AUg 684K +12.69%
Pending Home Sales Aug 71.2 0%
Existing Home Sales Oct 3.99M  +0.25%
Builder Confidence Oct 29  -9.38%
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There is a definite cycle to cash-out refinancing. Simple math dictates that the percentage of refinances they represent
increases during periods when rates are stable or ascending because the overall rate of refinancing declines. Consequently
the ratio of new to old mortgage rates is also higher, in some periods exceeding 1:1, as withdrawing equity becomes a more
important driver of refinancing than an improvement in rates.

High cash out periods also correlate strongly with higher home appreciation rates between the existing and new mortgage
and a shorter time span during which the old mortgage was in place. Over the years Freddie Mac has tracked the data the
median age of the existing loan at refinance averaged 3.85 years. Since 2013 the median has exceeded 6 years and was 6.27
years in the most recent quarter.

Borrowers who refinanced during the fourth quarter cut their interest rate by 110 basis points on average, a 23 percent
reduction. This is high by historical standards; the average rate reduction is 13 percent and during 2006 and 2007 when 83
to 87 percent of refinances had a cash-out component the average rate actually increased by 5 percent.
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Source: Freddie Mac fourth quarter Refinance Report. Ratio of new to old rafe refers to the ratio of the interest rate of the
new loan to the interest rate of the refinanced loan. Refinanced loans with adjustable-rate products are excluded.

Prior to the fourth quarter of 2009 the median appreciation during the life of the existing loan was never negative, averaging
16 percent median growth. Then appreciation declined for 19 straight quarters, dropping into negative territory in 2010 and
staying there until 2014. Appreciation has been positive for five consecutive quarters and climbed to 7 percent in the most
recent quarter.
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Median Appreciation of Refinanced Property
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Source: Freddie Mac fourth quarter Refinance Report.

Borrowers who refinanced in the fourth quarter overwhelmingly, by 95 percent, chose fixed rate loans. Only 17 percent of
those with hybrid adjustable rate mortgages refinanced into another hybrid.
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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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