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Fed Cuts Rates While Inflation Heats Up

Macro Context

Headline Inflation

¢ Month-over-month, headline inflation saw an increase to 3.02%.
e Last year, headline inflation was measured at 2.43%.

Core Inflation

e Month-over-month, core inflation saw an increase to 3.03%.
e Last year, core inflation was measured at 3.29%.

On the precipice of what appears to be another round of Fed rate cuts,
inflation has reemerged to remind us it’s still very much alive. Money
continues to flow, assets sit at all-time highs, and valuations remain
elevated, yet we are staring down the barrel of an increasingly dovish
Fed, pigeonholed by a questionable jobs market it seemingly cannot
make sense of. We do not see inflation reaching 2% in the near term,
as top-down policy appears intent on running the economy hot.
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Shutdown Masks Weakening Job Market

Macro Context

Unemployment Rate

e The unemployment rate rose to 4.3%.
e U-6 underemployment saw an increase to 8.1%.

Job Openings

e Job openings saw a decrease to 7.23 million.
e Year-over-year, job openings have decreased by 5.5%.

As mentioned last month, the government shutdown has indeed
postponed critical BLS data from being reported. We are sure this
is just a coincidence and not a convenient excuse.

While the August numbers don’t appear alarming at first glance,
lifting the hood reveals more concerning trends that may remain
contained for now but could eventually trickle into broader
consumer behavior. For example, Bloomberg adds broader context,
reporting the unemployment rate for workers aged 16-24 climbed
to 10.5% by August 2025, the highest since early 2021, with new
grads especially vulnerable.
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Unemployment Rate

Source: U.S. Bureau of Labor Statistics

Job Openings: Total Nonfarm
(in thousands)
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Lower Rates, Same Frozen Market

Housing Market

Mortgage Rates

e As of October 23rd, 2025, mortgage rates are at 6.19%.
e Mortgage rates have declined from their 7.04% peak in
January.

Yet again, even after the Fed cuts its policy rate, mortgage
rates remain above 6%. For those in the back: the Fed's
policy rate does not fully determine mortgage rates.
Mortgage rates are tied more closely to the long end of the
yield curve, primarily the 10-year Treasury rate. Given the
current macro picture, the 10-year is not cooperating, as
global debt markets price in higher deficits, higher
spending, and ultimately a weaker dollar. As long as the
long end of the curve stays elevated, mortgage rates will
too.

Remember that whole “date the rate, marry the house”
thing? I'm sure that’s played out exactly as planned, and all
those games used to get sales volume rolling will turn out
just fine. Surely every purchase was well qualified and not
“stretching a bit” to make that temporary 6%-plus loan fit
into the budget.
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Nominal Mortgage Rates

Source: Freddie Mac




Affordability Inches Up, Demand Stays Flat

Housing Market

Mortgage Payments to Household Income Ratio

¢ Month-over-month, this metric decreased to 30.5%.
e Year-over-year, we saw a decline of 1.2%.
e When zooming out five years, we see a massive increase

of 57.9%.

Nominal Monthly Mortgage Payment

¢ Month-over-month, the nominal monthly mortgage
payment saw a slight decline to $2,034.

e Year-over-year, this metric has increased 0.3%.

 When zooming out five years, we see a massive increase

of 82.5%.

Median Household Income Spent on Annual Mortgage Payments

15

10
NG S o> Q\ (8}
S S & O S

o)
%,

Source: Reef Insights

Nominal Monthly Mortgage Payment

)

Source: Reef Insights



Housing Market Shows Mixed Price Signals

Housing Market

Median Sales Price of New Houses Sold

* Month-over-month, the median sales price rose to $413,500.
e Year-over-year, the median sales prices increased by 1.9%.

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 0.9%

No new data this month due to the government shutdown. We hope
to have more updates next month.

Median Sales Price of New Houses Sold
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Construction Activity Continues Slowdown

Supply & Construction

Real Residential Construction Spend

e Month-over-month, the index saw a decrease to 101.8.
e Year-over-year, the index has decreased by 7.4%.

New Home Inventory

e Month-over-month, new home inventory saw a decline
to 490,000 units.
e Year-over-year, inventory has increased by 4.0%.

The figures above reflect the most recent data. No new
updates will be available until the shutdown ends.

Real Residential Construction Spend Index
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Supply Metrics Stall

Supply & Construction

New Housing Supply

e Month-over-month, the months’ supply fell to 7.4.

e Year-over-year, the months’ supply decreased by 9.8%.

e Given the size of the month-over-month change, this may be
revised.

Existing Housing Supply

e Month-over-month, the months’ supply fell to 4.6.
e Year-over-year, the months’ supply has risen 9.5%.

Nothing meaningful has happened in terms of supply. Existing
inventory has suspiciously remained at the exact same value
for the past three months. It's worth noting that since these
are ratios, both variables— for-sale inventory and monthly
sales volume—can move in the same direction while the ratio
appears unchanged.

New Housing Supply

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

Existing Housing Supply

Source: National Association of Realtors
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Construction Job Openings Hit 2017 Lows

Supply & Construction

Construction Job Openings

¢ Month-over-month, construction job openings saw a
decrease to 188,000.

e Year-over-year, construction job openings have
decreased 38.2%

e Lowest level since 2017.

Residential Construction Employees

¢ Month-over-month, residential construction employees
declined to 954,000 employees.
e Year-over-year, we've seen a 1.0% increase in employees.

While we would expect job openings to tick down as
spending and activity decrease, one interesting note is that
we haven’t seen the uptick typically associated with the
commercial activity surrounding data center buildouts.

Job Openings: Construction
(in thousands)
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