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i THE STATE OF THE MARKET: SUMMER 2022
WHAT YOU NEED TO KNOW & THE #1 KEY TO SUCCESS

Home buyers in the current housing market are facing a lack of inventory, fluctuating
mortgage rates, and rising home prices. While this is providing sellers more options
when it comes to choosing a buyer, many are concerned with how they will buy a
new home once they've sold.

We'll break down the issues home buyers and sellers are facing, as well as the
solutions being offered to find success in today’s competitive real estate market.

% HOW DID WE GET HERE?

One of the biggest questions being asked is how did the housing market end up this
way? With many people concerned about the possibility of repeating the housing

crash of 2008, home buyers are trying to understand the difference in market
difficulties in 2008 versus 2022.

In 2008, the housing crash was due largely in part to predatory lending practices
and mortgages that couldn’t be paid back, while 2022 is very different. Not only are
there stricter standards in lending now, but people are better off financially than they
were in 2008 (which allows them to afford the homes they live in more easily). The
values of homes are also in a much better place than they were in 2008. Another
thing that is very different in 2008 versus 2022 is the inventory of homes available.
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ﬁ INVENTORY OF HOMES

Inventory in most housing markets of the country has been limited in 2022. This is
resulting in bidding wars and people paying well over asking price to have their offer
accepted. The difference in inventory between now and 2008 is astonishing.

Inventory of Homes Nothing Like Last Time
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In December 2008 there were
9.4 million homes available
for purchase. In December
2021, there were 1.8 million
homes available for purchase.
In fact, in 2021, there were
6.12 million homes sold. This
is the highest level of existing
home sales since 2006

Part of this is due to the
explosive growth we've seen
in births. For example, in

2006 there were 55 million 33-year old’s, known as Generation X. Comparing that
to Millennials, or a 33-year-old in 2022, there are 66 million. Eleven million more
people at the prime age for homeownership makes a big difference in availability.

Births Underlying Each Generation

Number of U.S. births by year and generation
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In fact, there were 12 million more households in 2020 than in 2007. However, this
inventory shortage is nothing like the housing crash of the 2000’s. In 2008 there
were an average of 9.4 million homes available for sale in December. In the same
month of 2021, we saw 1.8 million homes available for sale. 12 million more people
with almost 8 million less homes for sale doesn’t make for easy home buying.
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It's important to note that there are many more
home purchases being made by investors; o
18% in fact. As investors buy homes to rent out, l 8 /o
whether short-term or long-term, it lessens the

purchase inventory for home buyers. This is of home purchases are
only made worse with new construction builds made by investors.
not being able to keep up with demand.




4

Churchill Mortgage

It's estimated that the market

is undersupplied by 4.4
million homes as of 2021.

Due to the supply chain and labor issues that came with 2020 and 2021 due to
the pandemic, it's estimated that the market is undersupplied by 4.4 million homes
as of 2021. Demand is expected to outpace supply for the next three to four years,
although new construction builds will increase slightly in 2022. While the tight supply
will be supportive of home prices, the overall costs of buying a home is still alarming.
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" RISING When the housing market crashed in 2008, there were many
! COSTS issues at hand. One of the biggest was predatory lending.
Mortgage rates were lowered which caused home prices

to jump up. (Before you think this sounds familiar, keep
reading!) When these loans were sold, people were then sold sub-prime loans, which
are loans for people who have been turned down by mainstream lenders due to their
financial standing.

As this happened, the requirements and standards for many big banks were eased,
allowing these financial institutions to take on more borrowed money. Coupling
this change with rising interest rates caused many home prices to fall, which means
people were losing money on their homes. As people filed bankruptcy, the banks that
had taken on too much debt were losing money as well.

This was effectively known as the housing crash of 2008, which led to a bailout for
Wall Street, but not homeowners.

Lending Standards Nothing Like
Early 2000s

Default Risk in the Mortgage Market (1999-2021)
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Now, how is this different than what we're experiencing in 20222 While we did see
lower mortgage rates in 2020 and 2021 and a rise in rates now, there has been
mortgage reform that has stopped the predatory lending practices that caused some
of the downfall in 2008. The quality of loans is very different. As you can see in the
graph below, in 2007 there was over $300 billion in loans for people with a credit
score less than 620. In 2021, there was less than $50 billion in loans for the same
credit score demographic.

This Is Nothing Like the Last Time

Volume of Loans in Billions with a Credit Score < 620
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The rising costs today are based on the
amount of people in the market to buy, Home values

coupled with appreciation of homes. appreciated 32% since
For th st century, there's b .
RSN 2020 and 18% in 2021.

average of four to five percent, but
that changed in 2020. Homes have
appreciated at 32% since 2020 and 18% in 2021. While that is expected to slow to
7% in 2022, the impact appreciation has had on home sales is huge.
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Rates have also increased in 2022. In December of 2020, mortgage rates were as
low as 2.68%, with an average monthly payment of $1,466. Now, in 2022, we
are looking at rates up to 6% with an average monthly payment of over $2,000.
Coupling the selling prices for homes with the rise in rates, first-time home buyers are
essentially being squeezed out of the home buying market.

FRED -+ — 30-vear fixed Rate Mortgage Average in the United States

55
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This puts home buyers in a difficult position as rent
prices are increasing across the country, making
buying a home even more important to build
wealth. Nationally, rent has risen over 11% in the o

past year, putting many first-time home buyers o
in a precarious position to continue paying rent

while saving for a home. of homes are sold in

seven days or less.

For sellers, the current real estate market is
bittersweet. Many buyers are willing to forego
contingencies and use the asking price for a home

as a mere suggestion, allowing sellers to make far more off their home than they
normally would. In fact, 59% of homes are going under contract within two weeks as
of the end of 2021 and 45% are sold in seven days or less. This makes finding another
home to buy a challenge, leaving some sellers wondering what the best choice is.
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ﬁ HOW TO BE SMART WHEN YOU BUY

None of this is meant to discourage buyers from purchasing a home. It's a matter of
doing so in a smart way that allows you to make an investment on a home and then
build wealth through it. If purchased properly, real estate is a proven way to protect
oneself from some of the issues that come with inflation.

Looking at the affordability of homes, we are still in a much more affordable range
than we were in 2007. 34.1% of a buyer’s total income was needed to make the
monthly principal and interest payment for an average-priced home with 20% down
in 2007.1n 2022, we're at 31% of a buyer’s total income. While thatisn't as affordable
as we'd prefer, it's not nearly as bad as it was in the housing crash of the 2000's.

To buy today, it will require discipline. The ideal down payment is 20%, but many
first-time home buyers are putting between 5 and 10% down. In addition, leveraging
the exclusive Home Buyer Edge program by Churchill Mortgage can make all the
difference. Designed to give buyers the competitive advantage needed to win in
today’s real estate market, Home Buyer Edge essentially supports the buyer from all
angles to help get your offer accepted.

' HOME BUYER

EDGE

by Churchill Mortgage

©

Certified Home Buyer Rate Secured

Seller Guarantee Appraisal Gap Strategy
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Churchill Certified Home Buyer: This unique portion
of the Home Buyer Edge program sets buyers up
like you're making a cash offer. It's considered the

CERTIFIED gold standard of pre-approvals, with most of your

ygm”EMEfggYeER paperwork going through underwriting well before
closing. This makes things as stress free as possible
while allowing you to close quickly, and helps your
offer stand out to sellers.

Rate Secured: With rates continuously

fluctuating, locking in your interest rate has

never been more important. Rate Secured

allows buyers to cap your rate for 90 days RATE SECURED

. . by Churchill Mortgage

while searching for a home. If rates go
down, you get the lower rate. And if rates
go up, yours won't!

Seller Guarantee: This offers the seller a
$5,000 incentive, in addition to the earnest
money provided by buyer, if you are denied for
any reason other than a home inspection, title,
survey, appraisal, or breach of contract issues.

@ SELLER GUARANTEE

by Churchill Mortgage

Appraisal Gap Strategy: The current market requires

strategy. Realtors will be happy to know that we will

work with you on an appraisal gap strategy that works APPRAISAL
for you as a buyer in case it's necessary. While there GAP STRATEGY
are a few options here, your Churchill Home Loan 2y L] e
Specialist will be the expert on what the best plan is

for your unique situation.
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% YOUR HOME BUYING TEAM MATTERS

More important than any program is working with a lender who's committed to doing
what's right for you. The team of experts at Churchill Mortgage work with your long-
and short-term goals to find the smartest mortgage plan possible for you.

Being a home buyer or seller in 2022 comes with many questions, but it doesn't
have to be as difficult as the media makes it out to be. With the right financial plan,
homeownership is possible, and a great investment in your future. It just takes a trusted
team and good education. Your Home Loan Specialist from Churchill Mortgage can
provide both.

MORE QUESTIONS ABOUT THE MARKET?

REACH OUT TO YOUR LOCAL HOME
LOAN SPECIALIST TODAY!




CHURCHILL

MORTGAGE"®

NEED MORE INFORMATION?

Just reach out to your local Home Loan Specialist
888.562.6200

churchillmortgage.com

LENDER
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annual%20existing%2Dhome,compared%20to%20the % 20prior%20year
https:/ /www.nar.realtor/blogs/economists-outlook/commercial-weekly-floridas-hot-rental-market-leads-to-highest-share -of-cost-burdened-renters
https://www.wsj.com/articles/u-s-housing-market-is-nearly-4-million-homes-short-of-buyer-demand- 11618484400
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https://money.com/todays-mortgage-rates-june-7-2022 /
https:/ /www.fool.com/real-estate /2021 /12 /08 /investors-buy-almost-one-fifth-of-all-houses /

Rate Secured: *Rate Secured is available on 30-year conventional conforming and high-balance fixed-rate loans. Rate Secured is not available on investment property home
loans

CHB: The Churchill Certified Home Buyer program is not a commitment to lend funds and is not an approval but is a conditional approval subject to your acceptance of the terms
and the conditions being fully satisfied prior to closing. All conditions are subject to final underwriting and final investor approval. The certification is subject o the financial status
and credit report(s) of everyone on the application remaining substantially the same until closing, an acceptable contract of sale on a suitable property, collateral (the appraisal,
title, survey, condition, and insurance) satisfies the requirements of the lender and loan selected is still available in the market. All closing conditions of the lender must be satisfied
including the clear transfer of the title, acceptable and adequate title and hazard insurance, flood certification, and any inspections that are required by the real estate contract.
Seller Guarantee: Seller Guarantee is for qualifying borrowers and select loan types only and are not available in all states or locations. Offer only valid on home loans closing
on or before December 31st, 2022.

Company NMLS ID # 1591 (www.nmlsconsumeraccess.org); AL-20934; AK-AK1591; AR-32094; AZ-0926494; CA-4131256 & 60DBO-140687, Licensed by the Department
of Financial Protection and Innovation under the California Residential Mortgage Lending Act, under Churchill Mortgage Corporation, which will do business in California as
Churchill Mortgage Home Loans; CO-Mortgage Company Registration, Churchill Mortgage Corporation, 1749 Mallory Lane, Suite 100, Brentwood, TN 37027, Tel 888-562-
6200, Regulated by the Division of Real Estate; CT-ML-1591; DE-033845; DC-MLB1591; FL-MLD 1264; GA-23146; HI-HI-1591 & MS276; ID-MBL-8038; IL-MB.6760685,
lllinois Residential Mortgage Licensee, Department of Financial and Professional Regulation, 310 S. Michigan Avenue, Suite 2130, Chicago, lllinois, 60604-4278, (312) 793-
3000 1050; IN-10930 & 10931; IA-2009-0009; KS-MC.0025136, Kansas Licensed Mortgage Company; KY-MC19522; LA- Residential Mortgage Lending License; MA-
Massachusetts Mortgage Lender License #ML1591; MD-18840; ME-Churchill Mortgage Corporation, Supervised Lender License NMLS # 1591; MI-FRO019728 & SR0014889;
MO-19-2136, 2300 MAIN ST STE 900, Kansas City, MO 64108-2408; MN-MN-MO-1591, MN-MO-1591.1 & MN-MO-1591.2; MS-1591; MT-1591; NC-L-144110; ND-
MB103110; NE-2037; NH-Licensed by the New Hampshire Banking Department 21382-MBS; NJ-Licensed Mortgage Banker by the NJ Banking and Insurance Department;
NM-03780; NV-5187; OH-RM.850178.000; OK-MB002527 & ML002574; OR-ML-5134; PA-41761, Licensed by the PA Department of Banking and Securities under Churchill
Mortgage Home Loans; RI-20173440LL; SC-MLS-1591, MLS - 1591 OTN #1 & MLS - 1591 OTN #2; SD-ML.05137; TN-109305; TX-Mortgage Banker Branch Registration;
UT-11711076; VA-MC-5222, Churchill Mortgage Corporation of TN; VT-7009; WA-CL-1591; WV-ML-34919; WI-1591BA & 1591BR; WY-2516; Tel 888-562-6200; 1749
Mallory Lane, Suite 100, Brentwood, TN 37027; All other states, Churchill Mortgage Corporation; For licensing information go to: www.nmlsconsumeraccess.org





