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Market Outlook Summary

. Baseline forecast has a recession in the first half of 2024, unemployment rate increases to 5% by the end of 2024, inflationfalls back
toward the Fed’s target of 2% by 2025.

. Mortgage rates trending down to 6.1% by the end of 2024, below 6% by 2025.

. National home prices continue to increase slowly over the next two years with inventory remaining tight.

. Origination volume ($) increases 19% to $1.95 trillion in 2024 and a further 16% to $2.25 trillion in 2025.

. Origination volume (loan count) also increases 19% to 5.18 million in 2024 and a further 15% to 5.93 million in 2025.
. Production losses persist through 2023 and that will likely continue through the spring of 2024.

. With excess capacity in the mortgage industry and the need for expense reduction, MBA estimated that a 30% decrease in mortgage
employment from peak to trough was necessary. We are about two-thirds of the way there.

. Servicing has enabled many lenders to remain profitable overall.

. Delinquency rates are near record lows but are likely to increase in 2024 as unemployment increases and borrowers are stressed by
increasing property taxes and insurance, and the resumption of student debt payments.
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Funds Rate Expected to be Higher for Longer

FOMC Summary of Economic Projections for the Fed Funds Rate
Median, Annual, Not Seasonally Adjusted
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Real Fed Funds Rate in Restrictive Territory

Inflation Adjusted Fed Funds Rate
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Deficits and Net Interest Burden Growing
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Budget Totals, Fiscal Year 2022 to 2023
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Banking System Has Pulled Back

Commercial Bank Deposits Senior Loan Officer Opinion Survey
Billions $, seasonally adjusted Net percent of respondents tightening standards
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Inflation Has Been Slowing

CPI Inflation
Year over year percent change
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Job Market Expected to Cool

Monthly Payroll Growth and Unemployment Rate
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Fed to Hold Funds Rate Until 2024, Mortgage Rates Expected to Drift Down

Percent

Rate History and Forecast

8.0

G_O\AA PAYAVY.

M\
o T

W\"J B 30-yr fixed mtg rate
r\/\'\ﬂ
. \ il P
V

VV"

10-yr Treasury yield
N

WA
X/

00 |75 B I P Y I I ] 3 (S L 5 Yt o P o |

| =3 S P X L B 3 W L) B A )

Fed funds rate

1Y G L Bt L P O ) I R (57 ) 3 )

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Source: Federal Reserve Board, Freddie Mac, MBA Forecast

© MBA 2023



Mortgage-Treasury Spread Still Wide

30-Year Fixed Rates and 10-Year Treasury Yield
Average Conforming-Treasury Spread from 2009 to 2018: 184 bps
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30-Year Fixed Rate at 7.9%, Refinances Down 89% From 2020-2021 Averages

Refinance Index and 30-Yr Fixed Mortgage Rate
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Refi Composition Shifting to Smaller Loan Sizes
Refi app avg loan size lowest since 2017: $245,100 as of 10/6/2023

Refinance Applications - Share by Loan Size
Non-seasonally adjusted, based on number of loans
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Purchase Applications Continue to Lag Past Years

Purchase Mortgage Applications Index
Non-seasonally adjusted, based on loan count
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Newly Built Homes Account for a Third of For-Sale Inventory

Housing Units Available for Sale
Seasonally adjusted, thousands
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New Home Purchases Outperforming Broader Purchase Market

Builder Applications Index vs Weekly Purchase Applications Index
Non-seasonally adjusted, year over year percent change
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National Home Price Growth Expected to Stay Positive

FHFA Purchase Only House Price Index, MBA Forecast
Non-seasonally adjusted, year over year percent change
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Growth in 1-4 Unit Starts, Home Sales Expected in 2024

Housing Starts and Home Sales
Seasonally adjusted annualized rate, 000s units
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Demographic Support for Home Purchases

Population by Age Homeownership Rate by Age
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Affordability Conditions Have Worsened

Purchase Applications Payment Index Median Principal & Interest Payment
March 2012 = 100
180.0 $2,400 Aug-23,
175.4 $2,170
170.0 $2,200
160.0 $2,000
150.0 $1,800
140.0 $1,600
130.0 $1,400
120.0 $1,200
110.0 $1,000
$1,009
100.0 $800
90.0 $600
R O U I R I I T N TP S PN, Vg 2015 2016 2017 2018 2019 2020 2021 2022 2023
S N AN N NN RN KN NN 9P Qk
RSP PP P PP PP P S
== N ational PAPI - Median income e led Pt - All Med Pmt - EHA

Source: Census Bureau, MBA Weekly Applications Survey - Purchase Applications Payment Index © MBA 2023 19




Mortgage Origination Dollar Volume to Increase 19% in 2024

Annual Origination Dollar Volume
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Alternative Originations Scenarios

Total Originations Scenarios
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Mortgage Origination Units to Increase 19% in 2024

Annual Origination Loan Counts
Thousands of loans
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MBA's Quarterly Performance Report for IMBs: 5 Consecutive Quarters of Net
Production Losses
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Cost to Originate per Loan Have Risen, but Gross Production Expenses
Have Dropped 58% Drop Peak to Trough
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Mortgage-Related Headcounts Still Adjusting

Mortgage Industry Employment
(thousands):
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Mortgage Delinquencies Are Near Record-Lows
Factors Such as T&l Payment Shock May Cause Distress, Particularly for Govt Borrowers

Mortgage Delinquency Rates by Loan Type Loans in Foreclosure and New Foreclosures Started
Seasonally adjusted, based on loan counts, excludes Non-seasonally adjusted, percent
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Accumulated Equity Close to $32 Trillion

Homeowners' Equity in Real Estate and Home Equity Debt
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With Home Equity Accumulation Comes Possibility for Equity Extraction
for Various Borrower Usages

Chart of the Week - September 8, 2023
HELOC and Home Equity Loan Commitment Volume (#) by Known Borrower Usage
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Differences in State Home Price Trends

Four-Quarter House Price Change by State
Purchase-Only FHFA HPI® (Seasonally Adjusted, Nominal)
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Regional Home Price Trends

Purchase-Only House Price Index
Year over year percent change
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Arkansas Mortgage Applications Trends

Purchase Applications

Refinance Applications
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Arkansas and Surrounding States Below US Unemployment Rate

State Unemployment Rates
Percent
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Arkansas

Data as of Second Quarter, 2023, unless otherwise noted.
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Contact Information and MBA Resources
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