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Where we are Where we could be headed

• Low rate environment

• Economy hot

• Wage growth high

• Far more housing demand than 
supply

• Stimulus checks, high savings

• Stock market +50% in 2 years

• Housing going bonkers

• More uncertainty around 
economy and policy

• Higher rate environment

• Negative GDP quarter

• Consumer still hanging in

• Labor market still solid

• Consumer sentiment down 
notably

• Yields climbing, now stabilizing

• Heavily dependent on rate 
environment, Fed actions and 
fiscal policy

• If inflation is calm and economy 
resilient, Fed could cut rates 
more

• Lots of pent-up activity 

• Consumers adjusting to rates
• But if economy slips, Fed may cut 

rates to stimulate growth which 
could be good for housing as long 
as household finances hold up 
(countercyclical)

High Level Market Dynamics
(Past, Present, Future)

Where we were



What’s one of the best tools we have to communicate and 
achieve our policy objectives? (besides our rockstar GA team)

Market data! And a deep understanding of market dynamics. 
Including hard MLS data, member “anecdata” and economic/demographic data.



Nightcap, CNN, Reddit, The H Group

These days everyone has…

 …more interest in rates.





Yields are up because demand is down for our debt after the 
latest tax & budget bill would add ~$4 trillion in new debt, among 
other concerns about our long-term fiscal path.

We’re cutting tax revenue without sufficient corresponding 
spending cuts and adding even more to our deficit and debt.

This has rattled treasury/bond market as investors demand 
higher yields due to increased risks and concerns around the 
long-term fiscal trajectory of the U.S. Our political climate 
doesn’t help.

Moody’s noticed. Bond market noticed.
Gold has noticed. Stocks haven’t noticed.



But could no tariffs mean less inflationary pressures on 
consumer goods? And Fed can cut?

Or could no tariffs mean stronger growth and more inflation from 
wage pressure and more demand for goods and services?

Lots of interconnected inputs, a tug-of-war between economic forces. 
Fed is in a tough place.



Bond Market Check (May)



Bond Market Check (June)



“Cross Currents” in the Bond Market
Mix of factors driving bonds

- Economic growth
- Inflation pressures
- Monetary policy (Fed)
- Fiscal policy (Congress)
- Policy uncertainty (Executive)

Different factors affecting different parts of the yield curve
- Steepening yield curve means rates rise more at the long end of 

the curve (20 and 30 year yields rising more than 1-10 year)
- Investors demand higher returns for more long-term risk and 

uncertainty
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How’d we get into this pickle?
re: inventory

(it’s not as mysterious as some think)







Supply, Supply, Supply

(We need more of it. Yes, even now.)
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Balanced Market
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Why does low inventory matter? Why is it harmful?

1)Fewer choices/options for buyers
2)Owners feel stuck and “locked in”
3)Listings don’t meet people’s needs
4)Prices rising too quickly, payments higher
5)Affordability low and restrictive
6)Leads to hot, competitive market with competitive bidding
7)Constrains economic/job growth and new tax base
8)Worsens racial housing gap
9)Fewer homeowners overall
10)Less generational wealth building and equity gains



How deep is the mud?

Depends on who you ask



Realtor.com
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Here’s the key thing to watch…

Does the increase in seller activity from any downturn 
outpace increases in sales from lower rates.

That’s the key.

Markets boil down to supply and demand. More supply relative 
to demand causes downward price pressure. More demand 
relative to supply causes upward price pressure. But there is a 
wide array of forces impacting both supply and demand.



Payments, 
Payments, 
Payments
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Market Share-ing
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1) Prices decline or flatten
- Declines not good for owners/sellers
- Flattening out or modest YoY gains ok

2) Incomes rise faster than prices
- This has been happening, but it hasn’t negated the rate effect

3) Add supply to stabilize prices – ideal, market-oriented, alleviates shortage + 
prepares us for future growth

- Some influence/control here (regs, zng, pmtng, tax, ordinances, etc)

4) Rates come down – also ideal (and ideally sooner than later)
- But no control over this (unless you sit on the FOMC)

Others – Tiny homes? ADUs? Manufactured homes? ARMs? Office conversions? 
50 year mortgage?! More density. Fractional ownership? Multi-gen arrangements with more earners per household?

4 ways to address affordability



The Lawrence Yun Experience



2 good things (we want the spread lower/tighter)
- 10yr T-bill comes down and so does 30yr FRM
- 10yr stays flat but spread contracts/normalizes

A 2pt spread if the 10yr dips to 4% would 
mean closer to 6% mortgage rate



We don’t always think about it but housing/shelter is 
a huge part of CPI. As shelter inflation is coming 
down, that won’t be driving inflation as much





This is well and good, but it only speaks to price inflation and not the 
impact of higher mortgage rates on payments. As we’ve discussed, 
payments matter more than prices now. That’s why every home search 
app has added a monthly payment calculator.
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“We cannot 
control the wind, 
but we can 
adjust our sails.”

- Jimmy Dean? Bertha Calloway? Dolly Parton? H. Jackson Brown Jr.? Ricky 
Skaggs? Thomas Monson?



Your state 
association is 
here to support 
you with the tools 
and knowledge 
you need to 
succeed



Thank You!

Please reach out 
with any questions/
feedback!

Darbit@
MNrealtor.com

mailto:Darbit@MNrealtor.com
mailto:Darbit@MNrealtor.com
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