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RRE Market 
Overview

Agenda
 Economic overview

 Mortgage rates

 Impact on inventory

 Upward pressure on prices

 Declining in affordability

 Impact on demand
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14 million
Number of jobs recovered since 

the pandemic
(source: Bureau of Labor Statistics)

Economy
 The US economy lost over 20 

million jobs as a result of the 
COVID-19 recession.

 As of April 2021, the economy has 
recovered 14 million jobs.

 Low-income sectors were 
impacted the most.

 Despite the pandemic related 
economic slow down, housing 
demand remained strong.
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Source: Bureau of Labor Statistics
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14 million recovered
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2.93%
30-year fixed mortgage interest 

rate as of June 17, 2021
(source: Fannie Mae)

Mortgage Rates
 Historically low mortgage rates 

made homes more affordable, 
temporarily blunting the effect of 
higher prices.

 Low rates led to a surge in both 
refinance and purchase mortgage 
activity.

 As rates have inched up, purchase 
and refi activity has slowed.
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-20.5%
Year over Year decline in existing 

home inventory since March 2020
(source: National Association of Realtors)

Inventory
 A surge in refinance activity has 

created a disincentive for 
homeowners to sell.

 Existing home supply levels have 
not kept pace with demand.

 New home construction capacity 
has not returned to pre-pandemic 
levels, leading to limited supply, 
cost escalation, and the initial limit 
of sales.
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Housing market 
experiencing a 
significant supply 
shortage

4 months = balanced
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$1,600
Peak per thousand board feet 

costs of lumber (normal = $400)
(source: New York Times)

Cost Escalation
 During the pandemic, new home 

construction costs reached peak 
levels. 

 Builders responded by limiting 
home sales.

 Lumber cost pressures are 
declining, with prices down 
currently to around $900  per 
thousand board feet.
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Housing starts up 
sharply over last 
year.

+12.9%
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Lot supplies not 
keeping pace with 
starts.

-10.4%
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14.7%
Year over Year increase in home 

values since April 2020
(source: Corelogic)

Home Prices
 The lack of inventory has led to 

steady upward pressure on home 
prices.

 Both existing and new home prices 
have reached peak levels.

 Affordable entry level product is 
becoming difficult to find.
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Share of starts above $300k
33%
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Share of starts above $300k
33%

Share of starts above $300k
68%
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25%
Share of all cash sales in April 

2021 (up from 15% in April 2020
(source: National Realtors Association)

Cash Sales
 There has been an increase in all 

cash purchases. 

 Buyers tend to use equity from 
existing homes to either pay cash 
for a new home or to pay with 
cash above asking appraised price.

 Buyers with equity tend to come 
from high-cost markets. 
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National
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Migration
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-7.4%
Year over Year decline in home 

ownership affordability since April 2020
(source: FRB Atlanta)

Affordability
 Despite low interest rates, home 

ownership affordability has 
declined sharply.

 The declining in affordability is 
widespread, effecting 82 percent 
of metro areas.
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-2.7%
Year over Year decline in existing 

home sales since April 2020
(source: National Association of Realtors)

Demand
 Mortgage originations and sales 

have begun to slow due to the 
decline in housing affordability.
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Decline in affordability 
and inventory 
suppressing sales
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Conclusions
 The housing market experienced a robust recovery 

due to strong demand and low interest rates. 

 Both existing and new home inventory has not kept 
pace with demand.

 The lack of existing home inventory and cost 
escalation within the new home sector has led to 
steady upward pressure on home prices.

 Rising home prices has led to a sharp decline in 
home ownership affordability and a slow down in 
housing demand.
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CRE Update
October 20, 2021With Brian Bailey

Subject Matter Expert, FRB Atlanta
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www.atlantafed.org/center-for-housing-and-policy

View HOAM Tool @
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Connect with us @Atlanta Fed

ViewPoint@atl.frb.org

or
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Thank You!
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