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Optimism Heading into 2020

Sustained economic growth, low interest rates, and a robust labor
market helped the U.S. housing market regain its footing in 2019.

Early in 2019 housing market activity contracted as the shock of higher interest rates in 2018 and early
2019—the 30-year fixed mortgage was above 4.5% from April 2018 to January 2019—worked through
the system. But interest rates fell throughout 2019 providing a boost to a housing market which also
benefited from robust job growth and low unemployment. With the favorable economic environment
projected to continue, the housing market is primed for modest growth in 2020 and 2021.

We expect mortgage rates to remain low over the next two years, averaging 3.8% in 2020 and
2021. The housing market will continue to stand firm: home sales will increase from 6.0 million

in 2019 to 6.2 million and then to 6.3 million for 2020 and 2021, respectively. House price growth
will continue to decelerate through 2021 with annual rates of 3.2%, 2.8% and 2.1% in 2019,

2020 and 2021, respectively.

The low mortgage rate environment led to a surge in refinance mortgage originations. However,
as mortgage rates hold steady, we will likely see refinance originations begin to slow next year.
We expect refinance originations to be $846 billion in 2019 before slowing to $650 billion and
$475 Dillion in 2020 and 2021 respectively. Modest increases in home sales and house prices will
boost purchase mortgage originations for the foreseeable future. We expect purchase originations
to rise steadily to $1,261 billion in 2019, then $1,333 billion in 2020, and finally rising to $1,377 billion
in 2021.
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December 2019 Economic and Housing Market Outlook Draft revised 12/11/2019
2018 2019 2020 2021 Annual Totals
Summary Q1 Q2 Q3 Q4 | Q1 Q2 Q@3 Q4 Q1 Q2 Q@3 Q@4 Q1 Q2 Q@3 Q4 2018 2019 2020 2021
30-year PMMS (%) a. 43 45 46 48|44 40 37 37|38 38 38 38|38 38 38 39 4.6 3.9 3.8 3.8
Total home sales (M) b. 62 60 59 57|59 60 61 62|62 62 62 62|62 62 63 6.3 6.0 6.0 6.2 6.3

House price growth (%) c. 20 1.0 11 10|09 08 08 07|07 07 07 07|05 05 05 05 51 3.2 2.8 241

Total originations ($B) d. $400 $462 $451 $387|$355 $565 $700 $487|$399 $627 $531 $425|$392 $542 $507 $411 | $1,700 $2,107 $1,983 $1,852

Purchase originations ($B)d.  $233 $331 $329 $270|$230 $362 $367 $302|$249 $389 $384 $310|$257 $400 $397 $323| $1,163 $1,261 $1,333 $1,377

Refinance originations ($B)d.  $167 $131 $122 $117 | $125 $203 $333 $185|$150 $238 $147 $115|$135 $142 $110 $88 | $537 $846 $650 $475

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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Opinions, estimates, forecasts, and other views contained in this document are those of Freddie Mac’s Economic &
Housing Research group, do not necessarily represent the views of Freddie Mac or its management, and should not
be construed as indicating Freddie Mac’s business prospects or expected results. Although the Economic & Housing
Research group attempts to provide reliable, useful information, it does not guarantee that the information or other
content in this document is accurate, current or suitable for any particular purpose. All content is subject to change
without notice. All content is provided on an “as is” basis, with no warranties of any kind whatsoever. Information from
this document may be used with proper attribution. Alteration of this document or its content is strictly prohibited.
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