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Executive Summary

Macro Context

¢ Indecisive Inflation Inhibits Fed

e Labor Market Remains Relatively Resilient
Housing Market

e Mortgage Rates Stay Afloat
o Affordability Remains an Issue
e Home Prices Drift Lower

Supply & Construction

e Builders Retreat as Inventory Piles Up

e New Home Construction Continues Cooling

e Housing Supply Surges Across Both Markets

e Job Openings Crash While Employment Persists

Market Risks & Outlook

e Do Rate Cuts Lead to Lower Long-Term Rates?



R

Macro Context




Indecisive Inflation Inhibits Fed

Macro Context

Headline Inflation

e Month-over-month, headline inflation saw an increase to
2.67%.
e Last year, headline inflation was measured at 2.97%.

Core Inflation

¢ Month-over-month, core inflation saw an increase to
2.91%.
e Last year, core inflation was measured at 3.26%.

Overall, the state of inflation leaves us, and more importantly the
Federal Reserve, in a precarious position— cut too early and give
oxygen to the embers that still lay, or hold off as labor markets and
economic growth seemingly hang in the balance. The moral of the
story is that Powell and the Fed are not going to cut rates unless labor
actually cracks, which, again, may remain in limbo for the foreseeable
future unless a larger catalyst emerges.
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Labor Market Remains Relatively Resilient

Macro Context

Unemployment Rate

e The unemployment rate fell to 4.1%
e U-6 underemployment saw a slight decline to 7.7%.

Job Openings

e Job openings saw an increase to 7.77 million.
e Year-over-year, job openings have declined by 1.7%.

As mentioned above, we're seeing what widely appears to
be a resilient labor market. However, it may be wise to take
these numbers with a grain of salt. Survey response rates
that feed into these metrics have continued to decline,
which means the quality of the data is also deteriorating.
For example, consider how ADP reporting and BLS data
have diverged in direction over the past year. Additionally,
be wary of revisions, as we've seen in recent months.

Unemployment Rate
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Mortgage Rates Stay Afloat

Housing Market

Mortgage Rates

e As of July 24th, 2025, mortgage rates are at 6.74%.
e Mortgage rates have slightly declined from their 7.04%
peak in January.

Mortgage rates remain solidly positioned, and we expect
this to continue. Even if the Fed moves to cut rates, the
action will likely lead to flat or rising long-end vyields (i.e., 10-
year and 30-year Treasuries), which are more closely tied
to mortgage rates, due to higher inflation and growth
expectations in the market.
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Affordability Remains an Issue

Housing Market

Mortgage Payments to Household Income Ratio

¢ Month-over-month, this metric increased to 32.2%.
e Year-over-year, we saw a decline of 2.3%.
e When zooming out five years, we see a massive increase

of 62.2%.

Nominal Monthly Mortgage Payment

¢ Month-over-month, the nominal monthly mortgage
payment saw a slight decline to $2,136.

e Year-over-year, this metric has declined 2.0%.

 When zooming out five years, we see a massive increase

of 93.4%.

Median Household Income Spent on Annual Mortgage Payments

o 5 ) R > ©
& Y Ry oy o Y o

Source: Reef Insights

Nominal Monthly Mortgage Payment

Lo
2%

=)

Source: Reef Insights



Home Prices Drift Lower
Housing Market

Median Sales Price of New Houses Sold

¢ Month-over-month, the median sales price fell to

$401,800.
e Year-over-year, the median sales prices

decreased by 2.95%.
¢ Of note, this does not include homebuilder

buydowns.

Median Sales Price of Existing Houses Sold

e Quarter-over-quarter, the median sales price

declined to $410,800.
e Year-over-year, the median sales prices declined

by 0.89%.

Median Sales Price of New Houses Sold
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Builders Retreat as Inventory Piles Up

Supply & Construction

Housing Pipeline Index

e Month-over-month, the disparity shrunk to -116,000
units.

e The last time we withessed this type of contraction was
during the Great Financial Crisis.

New housing starts continue to lag behind completions,
signaling broader issues such as a reduced supply of cheap
labor, which has driven up the cost of new builds. Inventory
also remains stubbornly high in key growth areas across the
South. Additionally, construction material costs have risen,
and mortgage rates remain elevated—putting buyers in a
challenging position when it comes to affordability.
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New Home Construction Continues Cooling

Supply & Construction

Real Residential Construction Spend

e Month-over-month, the index saw a decrease to 102.8.
e Year-over-year, the index has decreased by 8.0%.

New Home Inventory

e Month-over-month, new home inventory increased to
511,000.

e Year-over-year, inventory has increased by 8.5%.

e The only other time inventory has been this high was
leading up to the GFC.

The already substantial stock of new home inventory
continues to grow, increasing pressure on homebuilders to
offload it. Expect builder concessions—particularly in the
South—to continue rising as they work to move properties.

Real Residential Construction Spend Index
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Housing Supply Surges Across Both Markets

Supply & Construction

New Housing Supply

New Housing Supply

¢ Month-over-month, the months’ supply rose to 9.8.
e Year-over-year, the months’ supply increased by 16.7%.

Existing Housing Supply
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¢ Month-over-month, the months’ supply rose to 4.7.
e Year-over-year, the months’ supply has risen 17.5%.

Source: U.S. Census Bureau, U.S. Department of Housing and Urban Development

Existing Housing Supply

When looking at year-over-year figures for both new and
existing home supply, it's clear this isn't a favorable setup for
continued increases in home prices—and we would argue
that’'s exactly what we're seeing. With mortgage rates unlikely
to fall and incomes unlikely to rise meaningfully, one key lever
remains. While it may not appear in the sticker price, expect
to see more incentives—such as rate buydowns,
concessions, and alternative financing methods—used to
help move inventory.

Source: National Association of Realtors
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