


Dr. Lynn Fisher from the FHFA said,
“House prices nationwide recorded the
largest annual and quarterly increase in the
history of the FHFA Home Price Index. This
low inventory is causing prices to spike up.”
She points to low mortgage rates as the
cause.

“Pent up demand from homebuyers, and a
limited housing supply propelled every
region of the country to experience faster
growth in 2020 compared to a year ago,
despite the pandemic.”



If we go back in time, the red bars in the
middle of the screen here, around ‘04, ‘05,
’06 are some of the record setting times in
our business. Four consecutive years of
record setting number of units being built.

There were three years in this country when
more than a million and a half homes were
built in ‘04, ‘05, and ‘06. Never happened
before, never happened again.

The pendulum swung following that time.
Builders have not been bringing to market
the number of units to keep up with
population growth.

Builders are building, permits are up, but
there is concern about rising costs. What we
need now is for more builders to build more
homes, so buyers have more homes to buy.



Home equity cashed out by refinances is in 
billions.  We have isolated this past year in 
2020 to the highest year in 2006.  $153 
billion last year cashed out as cash out 
refinances in this country.  Back then at the 
height of the market, $321 billion cashed 
out.

Nowhere near what it was back then, but at 
the highest levels since the crash and so that
part is true.  But in context, you have to 
understand where it was back then, and we 
are nowhere near where it was back then 
relative to the amount of cash out refinances 
being transacted across the country.



This has caused the amount of tappable
equity that US mortgage holders have to
surge. Tappable equity is defined as the
amount available for a homeowner to access
before hitting a maximum 80% combined
LTV, loan to value. If you own $100,000
home you $80,000 on it, that’s 80% LTV.

What we know is LTV in equity in homes is
surging right now due to the way that
folks have handled their equity over the last
ten years and not accessing it.

Back then, tappable equity was near $5
trillion, and where that stands today is over
$7 trillion.

We will continue to monitor this relative to
cash out refinances. Equity and tappable
equity is surging in this country.



Cash out refinances in 2020 were nothing
like 2006. Is it like back then? Tappable
equity back then was $4.6 trillion whereas
today the year we have just finished up, was
$7.3 trillion in tappable equity. Back then in
2006, 89% of the transactions were cash out
refinances. Why is that?

We were in an upward trending interest rate
environment back in 2006 in the first half of
the year and no one was refinancing to get a
better deal for the most part.

Where do we see it today? We have been in
a downward trending interest rate
environment for the last year, and 33% of
the refinances were cash out refinances. The
total cashed out was $325 billion back then,
$153 billion today in 2020, representing 7%
of the tappable equity back then where
today it is only 2%. Very different today
versus back then.



Wall Street Journal said, “The residential
real estate market is on its biggest tear since
2006. Just before the housing bubble burst
and set off a global recession, yet in nearly
every meaningful way, today’s market is the
inverse of the previous boom.

In the mid-2000s loose mortgage lending
standards enabled borrowers with poor
credit histories to purchase homes beyond
their means, sometimes with mortgages that
required low down payments in the early
years of the loan.”

That froze the credit markets across the
country. Today lending standards have
changed and in order to obtain financing for
a home loan you have got to qualify for
financing, and you have to demonstrate the
ability to repay. It is very different.



There is no doubt we have seen significant
home price appreciation. In the last year,
2020 according to CoreLogic, 9.2%
appreciation.

Let’s compare the years surrounding the
lead up to 2006 and the lead up to today.

Back then the average annual appreciation
was over 10%. Just the average, from 2002
to 2005. And today, 2017 to 2019, the
average is 6.3% in annual appreciation. Big
difference there.

Certainly, we are seeing appreciation based
on the lack of supply, so we are going to talk
about supply back then.



Demand is strong, so what does that mean
for those that are buying homes? This
graphic shows default risk in the mortgage
markets. Let’s talk about where lending
standards are today as compared to back
then. The yellow line, the reasonable
lending standard, a little bit of product risk,
a lot of borrower risk back then if you look
at the graphic around 2005 and ‘06, where
today, product risk has been eliminated
from our business.

The loan products that were in the market
back then are not around today. Borrower
risk has been severely cut back as to where it
was back then as well. It is harder to qualify
for a home loan. When we look at demand
we can say, back then demand was inflated,
whereas today demand is real as measured
by those in their ability to qualify for a home
loan.



Single family inventory was rising in ‘04,
‘05, ‘06 and ’07 and prices were going up,
whereas today inventory has been going
down and prices are going up. When we
look at economics, the amount of any item
for sale as it goes down, there are less of it, it
is going to drive prices higher.

We were dealing with dynamics in the
market back then, as the number of items in
the market were rising, homes and prices.

We would say economic fundamentals in the
real estate market then were different,
whereas today we can say the reason for the
price growth, going back to Lynn Fisher’s
comment, has been in large part by extreme
demand for some very real reasons – low
interest rates, the pandemic – and the lack
of homes.



The average equity gain in a mortgaged
home over the last year has been $26,300.

The current average equity of a mortgaged
home is $204,000 across the country.

38.2% of homes are owned free and clear
and 16.2% is increased in equity, totaling
over $1.5 trillion.

Equity is surging across the country and as
we go throughout the year, expect folks to
say, “do we want to leverage that equity to
move up or to do something else with our
housing?”

Many people do not know that they have
that much equity in their home.



Looking across the map here, states across
the country are seeing significant gain in
home equity.

This is over the past year. The average in
the US, $26,300.

California, that is $55,000. Take
somewhere on the east coast, North
Carolina, $21,000.

Significant numbers, depending on where
you are looking and where you are across
the country.



Looking across the map here, states
across the country, average number of
offers on existing homes sold in March.

Texas averaged 5 offers on existing
homes sold.

Significant numbers, depending on
where you are looking and where you are
across the country.


