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In the News

Here’s what they say; here’s what we see.
This newsletter provides an insight into how
market analytics and statistical interpretation is
used to support or persuade. We take a news
item and contribute an evidence-based
perspective regarding the claim. This week, we
look at housing supply and price indices.
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Article Summary
Supply of previously owned U.S. homes is
tight, but there is a seven-month high on the
number of contracts on homes. Recently, loan
applications for mortgages decreased due to an
increase in mortgage rates. Although
economists believed contracts would increase,
more workers are returning to o ces and more
students are taking in-person classes, causing
the housing market to begin to decline.
Consumers are also becoming weary of hefty
home prices.
Economists are hoping the large decrease in
lumber price will increase construction of
homes. Another increase to inventory may be

due to the government allowing foreclosures
again after the pandemic. Increasing mortgage
rates with high house prices will decrease
a ordability in the market. Mortgage rates are
heavily increasing from their lows, as evidenced
by the benchmark 30-year xed rate in
September.
Mortgage rates have remained low throughout
the past year and a half due to the U.S. central
bank’s in uence on the market. Since Treasury
yields are increasing, this may begin to impact
mortgage rates, with small increases now
leading to higher increases later on. Economists
anticipate sales will stay constant for the rest of
the year.

What the Evidence Shows
Table 1: 2021 Consumer Sentiment
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Table 2: 2021 Producer Prices

Similar to the other indices, the housing price
index has signi cantly increased from January
to July, then stabilized; however, the mortgage
rate has uctuated signi cantly since January,
and currently appears to be relatively consistent
since August. Although mortgage rates are not
increasing at the moment, consumers and
producers do not have a favorable outlook on
the future housing market.

Takeaways
The consumer price index has continuously
increased from January 2021 to present, and
the consumer con dence index has uctuated
throughout the year, and is currently lower
than it was in January 2021. On the producer
side, prices have sharply increased over the past
year.
Table 3: 2021 Housing Market Indicators

The past year and a half has warped the
relationship
between many economic
indicators. Despite a previously anticipated
recession led by the pandemic, the housing
market has boomed, with many people in the
labor force continuing to work from home.
This change in behavior has created an
increased demand for housing, despite
previously high unemployment, as well as a
volatile stock market, with the future of this
pandemic still unknown.
The relationships between these economic
indicators are impactful to CECL calculations
since economic indicators are used in the
assessment and predictions of losses used to
calculate an allowance. Relationships between
economic indicators need to be continuously
monitored in order to understand their impact
on loan losses and prepayment behavior.

