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The U.S. economy has been outperforming expectations

Percent Change, Q3 2022 — Q3 2023
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Economic growth has been robust despite headwinds
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Consumer spending has been the driver of the economy

Types of Spending
(Sep 23 vs Sep 22)

Durable goods +3.0%
Nondurable goods +3.5%
Services +7.2%

5.9%

Source: U.S. BEA



The labor market has remained resilient

U.S. Employment
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Note: the economy lost 22 million

B Monthly Job Change jobs in March-April 2020
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Inflation is still elevated, housing is a major reason

Consumer Price Index, Y-o-Y Change
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The Fed has raised interest rates 11 times since March 2022
Pausing rate hikes since July

Interest Rates
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Treasury yields and mortgage rates continue to rise

Interest Rates
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2024

Wild Cards
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Outlook for Interest Rates
Higher for Longer

18
16
14

o N B~ OO 00

30-Year Fixed Rate Mortgage, Average Rate

50-year average

7.75%

RRRRRNNNRRRRNNNNRRR

2013
2015 =

New long

term

avg?

6%
on
(@)
o
(@)

Source: Freddie Mac

2021 mmmmw

11



Percent

Outlook for Mortgage Rates

Higher for longer

30-Year Fixed Rate Mortgage Rate
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Income and wealth inequality has worsened

Net Assets by Household Income Percentile

Household Income Ratio
90t percentile / 10t percentile
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Poverty rates improved in 2021
Ending of pandemic-era assistance led to higher poverty in 2022
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Since 2022, there has been greater divergence in wage
and rent growth

Wages —Rents
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Household Income Needed to Afford the Median-Priced
Single-Family Home (Q2 2023)

$ Thousands
Median household income
<100 100-150 . 150-200 . =200 (ages 25 to 44) in italics

A
Boston
$218,000

Denver

$200,000 $122,000

= $107,000

Washington DC
$188,000

SanJose
$525,000

$180,000

$120,000

Los Angeles
$234,000

595,000

Miami
$181,000

‘ $80,000
Sources: U.S. Census Bureau, NAR, Freddie Mac, Bright MLS calculations. 50 largest metro areas.
Calculations assume 10% downpayments and a 30-year fixed rate mortgage. Monthly payments include estimates of property taxes and homeowners’ insurance.
Income needed calculations assume monthly payment is no more than 28% of a household’s income.



Affordability Gap

Difference between the income needed to purchase the median-priced home and the median household income of 25-to-44 year olds

Pittsburgh, PA

Buffalo-Cheektowaga, NY

Cleveland-Elyria, OH

St. Louis, MO-IL

Detroit-Warren-Dearborn, Ml
Louisville/Jefferson County, KY-IN
Oklahoma City, OK

Cincinnati, OH-KY-IN
Indianapolis-Carmel-Anderson, IN
Hartford-East Hartford-Middletown, CT
Philadelphia-Camden-Wilmington, PA-NJ-DE-MD
Minneapolis-St. Paul-Bloomington, MN-WI
New Orleans-Metairie, LA
Chicago-Naperville-Elgin, IL-IN-WI

Kansas City, MO-KS

Columbus, OH

Birmingham-Hoover, AL
Baltimore-Columbia-Towson, MD
Atlanta-Sandy Springs-Alpharetta, GA
Memphis, TN-MS-AR

Houston-The Woodlands-Sugar Land, TX
San Antonio-New Braunfels, TX

Virginia Beach-Norfolk-Newport News, VA-NC
Dallas-Fort Worth-Arlington, TX
Jacksonville, FL

Richmond, VA
Charlotte-Concord-Gastonia, NC-SC
Nashville-Davidson--Murfreesboro--Franklin, TN
Milwaukee-Waukesha, WI

Raleigh-Cary, NC

Tampa-St. Petersburg-Clearwater, FL
Providence-Warwick, RI-MA

Austin-Round Rock-Georgetown, TX
Phoenix-Mesa-Chandler, AZ
Orlando-Kissimmee-Sanford, FL

Las Vegas-Henderson-Paradise, NV
Sacramento-Roseville-Folsom, CA

Salt Lake City, UT
Washington-Arlington-Alexandria, DC-VA-MD-WV
Portland-Vancouver-Hillsboro, OR-WA
New York-Newark-Jersey City, NY-NJ-PA
Riverside-San Bernardino-Ontario, CA
Denver-Aurora-Lakewood, CO
Boston-Cambridge-Newton, MA-NH
Miami-Fort Lauderdale-Pompano Beach, FL
Seattle-Tacoma-Bellevue, WA

Los Angeles-Long Beach-Anaheim, CA

San Diego-Chula Vista-Carlsbad, CA

San Francisco-Oakland-Berkeley, CA

San Jose-Sunnyvale-Santa Clara, CA

-5380,000  -$330,000  -5280,000 -$230,000 -5180,000 -$130,000 -$80,000 -$30,000 $20,000

Sources: U.S. Census Bureau, NAR, Freddie Mac, Bright MLS calculations



There Is still pent-up homeownership demand

There would be
740,000 more
homeowners if the

U.S. Homeownership Rates, 30-to-40 year olds
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Pressure on the rental market will be on the rise
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Median Income (25-34 year olds)

$17,090

1990

$600

$25,560

2000

$841

$1,077

$29,270
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$1,611

$40,210

2020

Asking Rent
$1,874

$46,280

2022
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Between 2020 and 2022

Incomes A 15%
(age 25 to 34)

Rents A 16%
In the majority of markets,

it is a better deal to rent than
buy

Source: U.S. Census Bureau



Older adult population growing much faster than the rest
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Record new apartment construction in some places

More Multifamily Construction in 2023 Less Multifamily Construction in 2023
16,000 16,000
14,000 14,000
12,000 12,000
10,000 10,000
8,000 8,000
6,000 6,000
4,000 4,000
2,000 I 2,000
0 0
Atlanta Phoenix Miami Nashville Columbus Seattle  Washington Philadelphia Los Angeles Kansas City
W 2023 Last 5 Years oc
source: U.5. Census Bureau 2023 Last 5 Years

Permits issued for the construction of buildings with 5+ units



Wildcards

Presidential Election

Worse-than-expected
Recession

Geopolitical Risks




Forecasting housing
needs in 2024

* Rates “higher for longer”

* Mild recession in H1 2024

* More renters in the market
* Less apartment construction
* Income growth slowing

* Increased demand for senior housing




Thank you

Lisa Sturtevant

lisa.sturtevant@brightmls.com

https://www.linkedin.com/in/lisa-sturtevant/
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