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Housing Market Remains Strong While Economic 

Slowdown Looms 

September was the most volatile month for mortgage rates since the beginning 

of 2018 with an average week to week change of 11 basis points for the 30-year 

fixed rate mortgage.

The recent volatility in the market is due to several causes. The outlook for a favorable resolution to the 
trade dispute between the United States and China changes day-by-day or even hour-by-hour, introducing 
volatility into financial markets and the benchmark 10-year Treasury yield. The second week of October 
saw the 10-year Treasury yield rise by nearly 25 basis points from Monday to Friday. 

In September 2019, the unemployment rate was 3.5%, the lowest rate since December 1969. Despite 
these seemingly strong numbers, the possible downside risks have only increased in the past few weeks. 
The weakness in manufacturing has worsened with the ISM Manufacturing Index reporting the lowest 
reading in over a decade. 

On a positive note, recent statistical releases indicate that the housing market remains on solid 
ground with housing starts, building permits, existing home sales, and new home sales all significantly 
outperforming consensus expectations in August. 

We forecast that the 30-year mortgage rates will be 3.7% for the remainder of 2019 and will tick up  
slightly to 3.8% in 2020. The housing market will continue to firm: home sales will rise to 6.0 million for 
2019 before increasing to 6.1 million for 2020. House prices will increase 3.3% and 2.8% in 2019 and 
2020, respectively. 

The low mortgage rate environment led to a surge in refinance mortgage originations. The surge in 
refinance activity will carry over into next year, with $789 billion and $785 billion in single-family refinance 
mortgage originations in 2019 and 2020, respectively. Modest increases in home sales and house prices 
will boost purchase mortgage originations to $1.2 trillion and $1.3 trillion in 2019 and 2020, respectively. 
Overall, expect annual mortgage origination levels of $2.0 trillion in 2019 and $2.1 trillion in 2020.
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2018 2019 2020 Annual Totals

Summary Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 2018 2019 2020

30-year PMMS (%) a. 4.3 4.5 4.6 4.8 4.4 4.0 3.7 3.7 3.7 3.7 3.8 3.9 4.6 4.0 3.8

Total home sales (M) b. 6.1 6.0 5.9 5.7 5.9 6.0 6.1 6.1 6.1 6.1 6.1 6.1 6.0 6.0 6.1

House price growth (%) c. 1.9 1.0 1.0 0.9 0.9 0.8 0.8 0.8 0.8 0.8 0.8 0.5 5.0 3.3 2.8

Total originations ($B) d. $400 $462 $451 $387 $344 $555 $623 $483 $421 $630 $551 $449 $1,700 $2,004 $2,050

Purchase originations ($B) d. $233 $331 $329 $270 $215 $350 $353 $298 $231 $370 $361 $304 $1,163 $1,215 $1,265

Refinance originations ($B) d. $167 $131 $122 $117 $129 $205 $270 $185 $190 $260 $190 $145 $537 $789 $785

Note: Quarterly and annual forecasts (or estimates) are shown in shaded areas; totals may not add due to rounding; annual forecast data are averages of quarterly values.

a.  Quarterly average of monthly interest rates (not seasonally-adjusted); reported as an annual rate.

b.  Millions of housing units; total sales are the sum of new and existing single-family, condo/co-op home sales; quarterly averages of monthly, seasonally-adjusted levels 
	 (reported at an annual rate).

c.  Quarterly growth rate of Freddie Mac’s House Price Index;  seasonally-adjusted; annual rates for yearly data.

d.  Billions of dollars (not seasonally-adjusted). Includes only 1st lien mortgage originations.
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