Vibrant housing market driving strong house price growth

OW mortgage rates and an expanding economy

smm\Vide during the fourth quarter of 2004, according
to the Conventional Mortgage Home Price Index
released by Freddie Mac
in March. Economists
expect that slightly
higher rates will cause
home prices to grow at
a slower rate throughout
the rest of 2005.

“During 2003 and
2004, homeowners
enjoyed two years in
which 30-year fixed
mortgage rates averaged
just 5.8 percent — the
lowest in more than 40
years,” said Frank
Nothaft, Freddie Mac vice president and chief economist.
“Economic growth hit 3.9% in 2004 and payroll employ-
ment increased by 2.2 million jobs.An improved labor
market and gains in family income contributed to a
record level of home sales and single-family construction,
as well as an exceptional pace of home-value apprecia-
tion.

“Home construction and sales were exceptional last
year,” said Nothaft.“Sales of new and existing houses and
pre-owned condominiums all set records in 2004, with
total sales of 8.0 million.We expect that mortgage rates
will gradually rise throughout this year, with 30-year fixed
mortgage rates averaging near 6.25 percent at year-end,
and home sales likely declining about three percent from
last year’s volume.

“We are forecasting annual home price appreciation
nationally at between seven and eight percent in 2005,
Strong home sales and higher values should propel
purchase-money mortgage originations to another
record this year — at around $1.51 trillion, up from
2004’s estimated $1.48 trillion — but total originations
will likely decline due to smaller refinance volumes
caused by the predicted rise in interest rates.”
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For the seventh consecutive quarter, the Pacific states
led the nation in annual house-price appreciation, grow-
ing at 17.7 percent.The South Atlantic states were
second, with a growth rate of 14.1 percent, followed by
the Middie Atlantic
states, which grew 13.5
percent for the year.The
New England states were
fourth in growth with an
annual appreciation rate
of 12.6 percent.The
Mountain states came in
after that with an annual
home-price growth rate
of 9.8 percent. Following
the Mountain states, the
West North Central
states posted an increase
of 6.2 percent, while the
East North Central states showed an increase of 5.8
percent. Finally, the East South Central states had gains of
5.6 percent and the West South Central states had the
slowest annual appreciation — a 4.3 percent annual rate.

To help offset rising prices, call your mortgage profes-
sional for information about special mortgage programs
designed specifically for improving housing affordability.
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