
Macro and Housing Outlook: Housing 
Slows Amid Affordability Pressures

June 21, 2023

Hamilton Fout
Economic & Strategic Research
Fannie Mae



Disclaimer

Opinions, analyses, estimates, forecasts, and other views of Fannie Mae's Economic and Strategic Research 

(ESR) Group included in these materials should not be construed as indicating Fannie Mae's business 

prospects or expected results, are based on a number of assumptions, and are subject to change without 

notice. How this information affects Fannie Mae will depend on many factors. Although the ESR group bases 

its opinions, analyses, estimates, forecasts, and other views on information it considers reliable, it does not 

guarantee that the information provided in these materials is accurate, current, or suitable for any 

particular purpose. Changes in the assumptions or the information underlying these views could produce 
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views of Fannie Mae or its management.



Macroeconomic Outlook
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+91 bps YoY
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Long-term rates remain elevated amid persistent inflation
Mortgage rates up meaningfully year over year, and yield curve remains inverted

+4.0% YoY

+5.3% YoY
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Headline CPI Core CPI

May-23 MoM % Change:
Headline CPI +0.1%
Core CPI +0.4%

2016 – 2019 2023 YTD

Avg Monthly Jobs Added 181K 314K

Avg Monthly Wage Growth 3.5% 6.2%

SVB Collapse 



Q1 2023: 52.5% 
(+13.7% pts YoY)

Q1 2023: 6.7% 
(+4.3% pts YoY)
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Other

Credit conditions tighten amid economic uncertainty

5 Source: March 2023 Fannie Mae National Housing Survey, National Federation of Independent Business, CME Fed Watch Tool, Fed Reserve

Market expects Fed to keep rates at current levels coming out of their June meeting 

Federal Funds Rate Probability in Upcoming Meetings**

**As of 6/15/2023 at 11:00 am

* Question from March 2023 Fannie Mae National Housing Survey:    
Share of respondents who think it would be difficult or easy for them 
to get a home mortgage today.
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Moderate recession expected to begin in second half of 2023

6 Source: Bureau of Economic Analysis, Fannie Mae Economic & Strategic Research May 2023 Forecast – Data in Forecast as of 5/10/2023, Fannie Mae Corporate Q1 Home Price Forecast 

Housing expected to continue to contract along with the broader economy 

2023 Recession Call

❖ Production/Income Declines

• Real GDP to decline annually in 2023 by 0.3% and peak-to-trough 

(from 2023 Q2 – 2024 Q1) by 0.9%.

❖ Labor Market Weakens

• Unemployment rate to increase steadily throughout the year reaching 

4.2% in Q4 (and 5.3% in 2024 Q4).

❖ Consumption/Spending Slows

• Real personal consumption expenditures to decline by an annualized 

rate of 1.4% in Q3 and 1.9% in Q4.

❖ Home Sales Fall

• New and existing homes sales to decrease annually by 0.2% and 

16.1%, respectively in 2023.

❖ Home Prices Decline

• Home prices to decrease annually by 1.2% in 2023 and decrease by 

2.2% in 2024.

❖ Declining Inflation and Long-term Rates  

• Headline CPI to decelerate to 3.0% YoY in Q4 as mortgage and 

Treasury rates fall to 5.3% and 3.3%, respectively, by the end of the 

year.

Forecast as of 
May 10

Real GDP Average Growth vs Actual (Annualized Rate)

This bar has been scaled down.
GDP decreased at an annualized 
rate of 31.2% in Q2 2020 

This bar has been scaled down.
GDP increased at an annualized 
rate of 33.8% in Q3 2020



Single-Family Housing and Mortgage Markets



Affordability pressures remain at historic highs
Housing sales and mortgage activity fell dramatically in 2022

*Assumes 20% down payment, average 30-yr fixed-rate mortgage, median existing sales 
price, nominal median household income. Average monthly payments in parentheses.

8 Source: National Association of Realtors (NAR), Federal Reserve, Freddie Mac, ESR calculations, Census Bureau

Percent of Income Spent on Mortgage Payment for Homebuyers*

May 2006: 28.8% ($1,171)

FRM30= 6.60%

November 2018: 20.1% ($1,134)

FRM30= 4.87%

October 2022: 33.1% ($2,082)

FRM30= 6.90%

April 2023: 30.8% ($1,975)

FRM30 = 6.34%
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Q4 2022 Quarterly Average: 32.2% ($2,092) 
FRM30= 6.90% 

April 2023: 

-23.2% YoY

-3.4% MoM

April 2023

+11.8% YoY

+4.3% MoM

13.7%

Long-Term Avg: 11.1%
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Source: Redfin

Other

Inventories pick up but still below pre-pandemic levels
Nationally listings have declined while homes are staying on the market longer amid weaker housing demand

9 All series are through April 2023

Active Listings* (SF Residential, NSA, Index Jan 2018=100) New Listings* (SF Residential, NSA, Index Jan 2018=100)

* 3-month moving average
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Homebuyer sentiment worsens

Source: April 2023 National Housing Survey
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Primary Reason Bad Time to Buy
Home prices are high

Mortgage rates are not favorable

Economic conditions overall are not favorable

Higher interest rates increasingly indicated as impediment to buying and selling 
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Homeowner Improvement and Repair Activity

Real Improvement/Repair Spending (Billions 2000Q1 $)

Year-over-year Change* (Right Axis)

13.7%

7.6%

3.2%
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11 Source: US Census Bureau, 2019 and 2021 American Community 1-year estimates, Joint Center for Housing Studies of Harvard University (JCHS)

Home renovations and repairs increased during the pandemic

Percentage of U.S. Movers by Type of Move

Some increase in moves 
across states and counties

Percentage of US movers down from 2019 to 2021

Renovations were up 13% 
and 20% (adjusted for 
inflation), respectively, in 
2021 and 2022 compared to 
average 2019 levels

*Adjusted to 2000-Q1 dollars 
using CPI level as a deflator



Source: 2022 Census Bureau Population Estimates

Other

Mountain and southern states saw largest in-migration in 2022
South Carolina and Idaho saw the largest domestic in-migration in 2022

12

2022 Net Domestic Migration as % of 2022 Total Population

State Net Migration

South Carolina 1.6%

Idaho 1.5%

Florida 1.4%

Montana 1.4%

Delaware 1.2%

Tennessee 1.2%

Arizona 1.0%

North Carolina 0.9%

South Dakota 0.9%

Maine 0.8%

2022 Net  Domestic Migration 
as % of  2022 Total Population

-1.6% +1.6%



Source: FHFA Purchase Only Home Price Index (Q1 1996 = 100)

Other

Mountain and southern states saw largest HP growth through early 2022

West coast and Midwest states saw the slowest home price growth over the period

13

Year over Year FHFA HPI Growth (Q2 2022 vs. Q2 2021)

State HPI Growth

Florida 29.8%

Arizona 25.2%

North Carolina 25.1%

Montana 24.4%

Tennessee 23.8%

Georgia 23.8%

Maine 21.7%

Nevada 21.6%

South Carolina 21.3%

Utah 20.8%

United States 17.7%

Year over Year FHFA HPI 
Growth (Q2 2022 vs. Q2 2021)

-1.0% +15.2%+4.9% +29.8%



Source: American Enterprise Institute (AEI), National Association of Realtors (NAR)

Other

Home prices decline across regions beginning in second half of 2022
Initial declines largest in least affordable metros
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AEI Q4 2022 Median Home Price (Ths)

AEI 2022 Q3 QoQ Growth vs. Median Home Price

Metro
Q4 2019 Median 
Home Price (Ths)

Q4 2022 Median 
Home Price (Ths)

2022 Q3 QoQ 
Growth

San Jose, CA 1,291 1,635 -9.7%

San Francisco, CA 1,017 1,267 -8.5%

Los Angeles, CA 700 944 -4.5%

San Diego, CA 665 870 -5.1%

Seattle, WA 545 731 -7.6%

Tampa, FL 252 402 0.7%

Miami, FL 371 554 1.6%

Austin, TX 343 500 -5.1%

Phoenix, AZ 298 454 -4.7%

Las Vegas, NV 311 445 -4.1%

United States 277 385 -0.8%

Correlation: -77%
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AEI QoQ Home Price Growth Rates
Metro

Q4 2022 QoQ HP 
Growth

Q1 2023 QoQ HP 
Growth

Pandemic HP 
Growth*

Austin, TX -5.9% 1.0% 59.7%

Phoenix, AZ -6.4% -0.6% 59.7%

Tampa, FL -1.9% 0.4% 56.2%

Miami, FL -0.5% 1.0% 48.7%

Las Vegas, NV -6.2% -0.3% 48.2%

San Diego, CA -3.4% 2.4% 46.4%

Seattle, WA -4.7% 0.5% 41.1%

Los Angeles, CA -2.7% 0.6% 35.1%

San Jose, CA -2.1% 0.2% 30.2%

San Francisco, CA -4.6% 1.0% 30.0%

United States -2.1% 1.1% 35.2%

Source: American Enterprise Institute (AEI)

Home prices rebounded in Q1 2023
Most metros saw improved home price growth in Q1 2023 relative to Q4 2022

15

Home price growth faster in Q1 vs Q4

Home price growth slower in Q1 vs Q4

* Pandemic Growth = Q2 2022 vs. Q2 2020

= Top 10 Metro with Largest        
Pandemic HP Growth

= Top 10 Metro with Smallest 
Pandemic HP Growth
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Home prices decline nationally to end 2022
Prices expected to continue to decline nationally in 2023

16 Source: Fannie Mae Home Price Index (Q1 1996 = 100), FHFA Purchase Only Home Price Index (Q1 1996 = 100) *FHFA home prices thru Q1 2023

Median Home Price

Q1 2020 $257K

Q1 2023 $397K

HP Growth
2015-2019:   +9.5%               
2020: +13.7%            
2021: +26.2%
2022: +15.4%         

ForecastHP Growth
2015-2019:   +4.9%               
2020: +10.4%            
2021: +18.5%            
2022:              +8.7%            
2023:              -1.2%  
2024:              -2.2%

Q2-2006: 24.4% above 
long-run average

Q2-2022: 24.9% above 
long-run average

Q2-2006: 51.3% above 
long-run average

Q2-2022: 51.4% above 
long-run average

2022 Q3 QoQ:  -0.5%
2022 Q4 QoQ:  -1.2%
2023 Q1 QoQ: +1.0%
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Miami: FHFA Home Price Index

Miami HPI Long Run Average

2022 Q3 QoQ:   +0.9%
2022 Q4 QoQ:   -0.2%
2023 Q1 QoQ:   +3.2%

Q2-2006: 55.4% above 
long-run average

Q2-2022: 38.3% above 
long-run average
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Jacksonville: FHFA Home Price Index

Jacksonville HPI Long Run Average

Median Home Price

Q1 2020 $380K

Q1 2023 $569K

Median Home Price

Q1 2020 $265K

Q1 2023 $376K

HP Growth
2015-2019:   +7.3%               
2020: +11.5%            
2021: +23.7%
2022: +13.7%         

HP Growth
2015-2019:   +7.8%               
2020: +9.5%            
2021: +27.2%
2022: +10.1%         

2022 Q3 QoQ:   +1.0%
2022 Q4 QoQ:   -3.8%
2023 Q1 QoQ:   +2.2%

Q2-2006: 42.8% above 
long-run average

Q2-2022: 43.2% above 
long-run average 2022 Q3 QoQ:   +1.2%

2022 Q4 QoQ:   -2.3%
2023 Q1 QoQ:   -0.6%

Median Home Price

Q1 2020 $282K

Q1 2023 $383K



Affordability expected to improve from recent extremes
Home price softening, rate declines and income growth will help drive improvements 

*Assumes 20% down payment, average 30-yr fixed-rate mortgage, median existing sales 
price, nominal median household income. Average monthly payments in parentheses.

17 Source: National Association of Realtors (NAR), Federal Reserve, Freddie Mac, ESR calculations, Fannie Mae Economic & Strategic Research April 2023 Forecast – Data in Forecast as of 4/10/2023

Q4 2022 Quarterly Average: 32.2% ($2,092) 

FRM30= 6.90% 

Q4 2024 Quarterly Average: 23.2% ($1,565) 

FRM30= 5.17% 
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Affordability Index Forecast

• Home price declines
expected through 2024.

• Mortgage rate declines 
expected through 2024.

• Nominal income growth
expected through 2024

Percent of Income Spent on Mortgage Payment for Homebuyers*

-3.4%

-1.2% pts

+7%**

**Note: ESR does not produce a monthly 
nominal income forecast. This estimate is 
based on a nominal GDP approximation using 
the published CPI and real GDP forecasts.



2020 2021 2022 2023 2024

Real GDP (SAAR, % Change) -1.5% 5.7% 0.9% -0.3% 1.2%

Unemployment Rate (%) 8.1% 5.4% 3.6% 3.8% 5.0%

Housing Starts
(Percent Change Year-Over-Year)

1.380 million
6.9%

1.601 million
16.0%

1.553 million
-3.0%

1.294 million
-16.7%

1.246 million
-3.7%

New Single-Family Home Sales
(Percent Change Year-Over-Year)

822 thousand
20.4%

771 thousand
-6.2%

641 thousand
-16.9%

640 thousand
-0.2%

629 thousand
-1.8%

Total Existing Home Sales 
(Percent Change Year-Over-Year)

5.644 million
5.7%

6.120 million
8.5%

5.026 million
-17.9%

4.217 million
-16.1%

4.381 million
3.9%

Fannie Mae HPI (Annual Percent Change 
Q4/Q4)

10.4% 18.5% 8.7% -1.2% -2.2%

Purchase Mortgage Originations
(Percent Change Year-Over-Year)

$1,572 billion
18.5%

$1,900 billion
20.9%

$1,664 billion
-12.4%

$1,359 billion
-18.3%

$1,468 billion
8.0%

Refinance Mortgage Originations
(Percent Change Year-Over-Year)

$2,802 billion
146.7%

$2,670 billion
-4.7%

$753 billion
-71.8

$291 billion
-61.4%

$558 billion
91.8%

Refinance Share (%) 64% 58% 31% 18% 28%

30-Year Fixed-Rate Mortgage (Annual 
Average)

3.1% 3.0% 5.3% 6.3% 5.6%

10-Year Treasury (Annual Average) 0.9% 1.4% 3.0% 3.4% 3.3%

Source: Fannie Mae Economic & Strategic Research May 2023 Forecast – Data in Forecast as of 5/10/2023

Housing and mortgage market outlook
Forecast

18
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10.1M (down 16.0% from peak) 

6.1% (down 0.6% points from peak) 
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Job openings tick up in April as wage growth declines

Labor market remains strong but showing some signs of slowing 

Source: BLS Job Openings and Labor Turnover Survey (JOLTS), Census Bureau, Atlanta Fed Wage Growth Tracker20

Initial Unemployment Claims 

Apr-20 Jan-23 Feb-23 Mar-23 Apr-23 May-23

4.6M 200K 219K 242K 237K 230K

2.9%

7.3%
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United States Florida

Payroll Employment: Percent Change from Dec. 19

Average Monthly Jobs Added (Ths)

2016 - 2019 2023 YTD

United States 181 314

Florida 17 21



Source: Bloomberg, Freddie Mac, Federal Reserve21

Long-term rates remain elevated amid persistent inflation
Mortgage spreads widen further following recent banking industry stress

Primary-Secondary Spread: FRM30 - CCY

2012-2019 Weekly Avg: 99 bps

125 bps

Secondary Spread: CCY – 10 Yr Tsy

2012-2019 Weekly Avg: 73 bps

188 bps
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Weekly Mortgage Spreads

Primary-Secondary Spread Secondary Spread Primary-Secondary Spread (2012-2019 Weekly Avg) Secondary Spread (2012-2019 Weekly Avg)



Other

Mortgage spreads remain wide amid elevated volatility
Lender profitability declines as volumes remain limited

22 Source: Fed Reserve,  Freddie Mac, Mortgage Bankers Association (MBA), Bank of America, Merrill Lynch
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Bond Volatility Index and Secondary Spread

* The MOVE (Option Volatility Expectations) is a Bofa/Merrill 
Lynch index that tracks Treasury yield volatility 



Fed Treasury and MBS holdings down from recent peaks

Fed balance sheet runoff continues

Source: Federal Reserve23
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Treasury MBS

Fed still holds roughly 20% of all outstanding Agency MBS

Fed’s Treasury and MBS holdings have begun to shrink

Source: Federal Reserve24

This series has been 
scaled down between 
March 2020 & July 2020

Change in Monthly Treasury and MBS Holdings 
on Fed Balance Sheet ($B)

Fed Balance Sheet Composition
May 2019 May 2022 May 2023

Treasury Securities 55% 65% 62%
Agency MBS 41% 30% 30%
Other Assets 4% 5% 8%

Since September 2022, the Fed 
has been cutting back its 
Treasury and MBS holdings by 
roughly $51M and $15M per 
month, respectively
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Home builders face continued challenges 
New home construction still concentrated in higher priced segments of the market

25
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National New Construction Share of New Home Sales

Q4 2022: 
10.6%

Q4 2022: 
22.3%

Q4 2022: 
67.1%

Source: National Association of Relators (NAR), AEI/Zillow

Price Tier Methodology
Low All sales at or below the 40th percentile of FHA sales prices

Medium All sales at or below the 80th percentile of FHA sales prices
High All other sales

66%

85%

44%

50%

85%

91%

2%

63%

41%

47%

82%

94%

0% 20% 40% 60% 80% 100%

High Interest Rate

Rising Inflation

Legal

Lot

Labor

Lumber*

Top Significant Problems Faced by Builders

Faced in 2021 Faced in 2022

*Cost/availability of materials



26

Joint employment considerations and affordability constraints also among key barriers to mobility

Rate lock-in among key barriers to moving prior to the pandemic 

Source: Fannie Mae National Housing Survey- July 2020

Asterisks (*) denote a % is significantly higher between delayed move-up buyers and all other mortgage holders at the 95% confidence level

Barriers to Mobility
Showing the share who agree

Delayed move up buyers are defined as age 30-44, owners with a mortgage, living in their first home, and have lived there at least 5 years
Q: Please tell me how strongly you agree or disagree with each of the following statements.

19% 20%

38%

22% 23%
28%* 29%

35%

24%
29%*

I'm reluctant to move because the interest

rate on my current mortgage is lower than

what I could get today

I'd like to move to a nicer home or

neighborhood, but I can't afford to

I have renovated or will renovate my home

in the near future instead of moving to a

new home

I don't have enough equity to sell my home

and buy a more suitable one

If we were to move to a different city or

town, both my spouse and I would have to

find new employment

Delayed Move-Up Buyers 
(N=285)

All Other Mortgage 
Holders (N=2121)

Renovations Joint Employment IssuesAffordabilityInterest Rate Lock-In Lack of Equity

Stronger Effect Post Pandemic Weaker Effect Post Pandemic



Home price growth has been higher at lower price tiers
Likely affecting affordability more for first-time and lower-income homebuyers

National Cumulative Home Price Growth by Tiers (Jan 2012 = 1)

Source: S&P Corelogic Case-Shiller 
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National Home Price Growth Since Jan 2012:
Low: +221.7%
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High: +114.5%

27

+9.3% YoY

+5.0% YoY

+6.2% YoY

0

0.1

0.2

0.3

0.4

0.5

0.6

0.7

0.8

0.9

1

0

1

2

3

4

5

'12 '13 '14 '15 '16 '17 '18 '19 '20 '21 '22 '23

Low Middle High

Miami Home Price Growth by Tiers (Jan 2012 = 1)

Miami Home Price Growth Since Jan 2012:
Low: +340.6%
Middle: +205.7%
High: +161.3%
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Tampa Home Price Growth Since Jan 2012:
Low: +404.0%
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Other

Purchase credit scores remain strong
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Refi credit scores up from recent lows and DTIs down from recent highs

*MRS data through April 2023



Affordability pressure has increased for Florida homebuyers
Higher home prices increase the percent of income spent on mortgage payments in Florida

*Assumes 20% down payment, average 30-yr fixed-rate mortgage, median existing sales 
price, nominal median household income. Average monthly payments in parentheses.

29 Source: National Association of Realtors (NAR), Federal Reserve, Freddie Mac, ESR calculations, 

Percent of Income Spent on Mortgage Payment for Homebuyers*

Nov 2005: 28.7% ($1,146)

FRM30= 6.60%

Nov 2005: 37.6% ($1,415)

FRM30= 6.33% March 2023: 43.2% ($2,327)

FRM30= 6.54%
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