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Homeownership as a
Hedge Against Inflation




It's a tangible asset,
and those tend to hold their value when

inflation reigns, unlike paper assets.
More specifically, as prices rise, so do
property values.




Homeownership: a Hedge Against Inflation

Home Price Appreciation vs. Consumer Price Increases over the Decades
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A fixed-rate mortgage allows you to
maintain the biggest portion of housing
expenses at the same payment. Sure,
property taxes will rise and other expenses
may creep up, but your monthly housing
payment remains the same.




Rent Increase Greater Than Inflation

Most Years
Rental Price Appreciation and Core Inflation Rate from 1973 — 2020
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Homeowners are shielded from mounting
rental prices because their cost is fixed,
regardless of what’'s happening in the
market. . . . Tangible assets like real estate
get more valuable over time, which makes
buying a home a good way to spend your
money during inflationary times.




Cumulative House Appreciation by 2026

As forecasted in Q4 2021
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Mortgage Rates




Mortgage Rates Remain Unchanged from
Last Week

February 3, 2022
Sam Khater, Chief Economist, Freddie Mac:

“The economy lost some momentum in January, leaving mortgage rates
unchanged from last week and relatively flat for the third consecutive week. This
stagnation reflects the economic impact of the Omicron variant of COVID-19,
which we believe will subside in the coming months. As economic recovery
continues going into the spring and summer, mortgage rates are expected to
resume their upward trajectory. In the meantime, recent data suggests that
homebuyer demand continues to be elevated as supply remains low, driving higher
home prices.”

Primary Mortgage Market Survey®
U.S. Weekly Averages As Of 02/3//2022
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Mortgage Rates

30-Year Fixed Rate, January 2020 — Today
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Mortgage Rates

30-Year Fixed Rate, January 2018 — Today
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As mortgage rates rise, we do expect some moderation

In housing demand, causing house price growth to temper.
However, the combination of a large number of entry-level
nomebuyers facing a shortage of entry-level inventory of
nomes for sale should keep the housing market competitive...




Current Mortgage Rate Compared to
the Last Five Decades
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10-Year Treasury Yield Skyrocketing
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The Relationship Between the Mortgage Rate and the
10-Year Treasury Yield over the Last 50 Years

- 10-Year Treasury Yield
- 30-Year Fixed Mortgage Rate
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Mortgage rates hit their highest
levels since March 2020, leading
to the slowest pace of refinance
activity in over two years.




Forbearance




Loans in Forbearance Fall Below 1 Million

Monthly Number of Loans in Active Forbearance (in millions)
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As the COVID-19 pandemic continues to
create uncertainty in the global economy,
the overwhelming majority (89%) of single-
family homeowners who sought financial
assistance through COVID-related

mortgage payment forbearance plans have
exited those plans.




Loans Upon Exiting Forbearance Program

" 38.1% paid in full

B 43.7% work outs or
repayment plans

§ 18.2% still in trouble

Cumulative forbearance exits
for the period from 6/1 2020
through 12/31 2021

1.3% Short sales, deeds-in-lieu,
repayment plans

16.9% 19.5%

No loss Made monthly

mitigation plan payments during their
forbearance period

14.6%

Modification 1 1 7%
Past due

payments
brought current

29.1%

Loan Deferral

Source: MBA



422,360 Fewer Foreclosures over the
Last Two Years

Number of Consumers with New Foreclosures
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Foreclosure Activity at an All-Time Low
U.S. Properties with Foreclosure Filings: ATTOM 2021 Year-End Report
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We may see a little bit of an uptick in
foreclosure rates in 2022. Just an uptick
though, from an extraordinarily low level, we're
not expecting to see a big increase. . . .
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Home Sales




Average Days on the Market

December 2021
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Existing Home Sales
Since January 2014
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Existing Home Sales
Year-Over-Year, by Region

0.0%
Midwest

U.S.

-5.0%




Existing Home Sales
In Thousands
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New Home Sales

In Thousands
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New Home Sales

Annualized in Thousands
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New Home Sales
Percent of Distribution by Price Range

* Less Than 500 Units or Less Than 0.5 Percent

1%

*

Under $150K $150-$199K $200-299K $300-$399K $400-$499K $500-$749K Over $750K
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Total Home Sales

In Thousands
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Pending Home Sales
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Pending Home Sales
Year-Over-Year by Region

Northeast Midwest
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Percentage of Distressed Property Sales

Distressed Sales (Foreclosures and Short Sales) Represented Less Than

1% of Sales in December.
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Home Prices




Sales Price of Existing Homes
Year-Over-Year, by Region
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% Change in Sales

Year-Over-Year, by Price Range
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Change in Home Prices

Year-Over-Year
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Change in Home Prices

Year-Over-Year, 20 City Composite
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Change in Home Prices
Year-Over-Year, 20 City Composite
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Year-Over-Year % Change in Price
December 2021

3.5%

Current Forecast

Source: CorelLogic
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Housing Inventory




Seller Traffic Index
December 2021
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Source: NAR



Months Inventory of Homes for Sale
2011 - Today
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Months Inventory of Homes for Sale
Since 2019
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Months Inventory of Homes for Sale
Last 12 Months
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Year-Over-Year Inventory Levels
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Year-Over-Year Inventory Levels
Last 12 Months
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New Home Monthly Inventory
Seasonally Adjusted, Last 12 Months
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New Home Monthly Inventory
Non-Seasonally Adjusted
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Buyer Demand




Home Buyer Demand Again Jumped
Nationwide in December, Rounding Out
a Historic Year

Year-Over-Year Increase in Showing Activity, December 2021
Michael Lane, Vice President & General Manager, Showing Time

“2021 was a banner year for residential real estate as buyer demand was up
nationally for most of the year, pushing the ratio of showings per listing to
historic highs.”

U.S. Northeast Midwest South West



Buyer Traffic Index
December 2021




Mortgage Rates




Mortgage Rates
30-Year Fixed Rate, January 2018—Today
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Mortgage Rates

30-Year Fixed Rate, January 2016—Today
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Mortgage Rate Projections

January 2022
. Average
\Y/F-Te
Four
2022 2Q 3.3 3.5 3.5 3.47%
2022 3Q 3.7 3.3 3.7 3.7 3.60%
2022 4Q 3.7 3.4 4.0 3.9 3.75%

2023 1Q 3.8 3.4 4.1 4.0 3.82%




Mortgage Rates

30-Year Fixed Rate
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Mortgage Rates

30-Year Fixed Rate

’ - Actual
2018 - Projected
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Mortgage Credit
Availability




Mortgage Credit Availability
Index (MCAI)

December 2021
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Lending Standards Still Under Control
Historic Data for the Mortgage Credit Availability Index (MCAI)
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Average Days To Close a Loan
Last 12 Months
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Average FICO® Score

Last 12 Months
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FICO® Score Distribution

December 2021
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Average FICO® Score for Closed

Purchase Loans
By Loan Type, December 2021

795

737

723

676

All Loans Conventional FHA VA

Source: ICE



Average Back End DTI for Closed

Purchase Loans
By Loan Type, December 2021
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All Loans Conventional FHA



