WINSTON
&STRAWN

LLP

IMPACT OF HIGH INTEREST RATES ON HOUSING PRICES

U.Ss. Housing Market — National Trends




US Weekly Interest Rate Averages (as of3/16/23)
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Home Prices vs Interest Rates since 1970
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U i S . Med |an * Despite interest rates nearly doubling over the last two

years, housing prices have not dropped as significantly as

House Prlce expected.

- The average house price is down 6 percent since the June
VS 2022 peak, according to the S&P Case -Shiller index of
prices in 20 major US metro areas, and 3.5% in the index

M O rtg ag e Rate S for the whole country.

* Recently-hot markets have taken bigger hits, as expected. In San

N atl O n al |y Francisco, the CaseShiller index is down 12 percent, in Phoenix 8

percent. However, in metro Tampa, where prices rose 69 percent
during Covid, prices are down only 3 percent.

« While prices appear to have peaked last summer, they still ended
2022 higher than they were at the end of 2021. The median U.S.
home price has increased 42% since 2019.

« Online housing marketplace Zillow now expects prices to
rise slightly in 2023.
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Average Housing Price Changes in 2022
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Possible Explanations

* Low housing inventory due to:
* Low levels of new construction
* High number of institutional investors buying residential properties to rent
* Homeowners with existing low interest rates not Selling

* Far fewer foreclosures as compared to 2008 housing crisis
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South Florida & Miami — Surging Against
National Trends

» Despite a decline in housing value across the US, Miami home values rose 19.7% year over year.
- The average Florida home value is now $377,816, up 14.2% over the past year.

+ Single-family home median prices in MiamiDade County increased 1.1 % yeayver-year in December 2022,
increasing from $525,000 to $530,900. Miami single -family median prices have risen for 133 consecutive months
(11 + years).

- Existing condo median prices increased 5.5% yearover-year, from $355,000 to $374,500. Condo median prices
have increased in 134 of the past 139 months.

» The strong outlook in the Florida and Miami home values is evidenced by the next influx of Florida residents.

« The MIAMI Association of Realtors (MIAMI) and the Multiple Listing Service (MLS) system showed that MiabBade
County real estate recorded its second-best total home sales year ever in 2022, while annual condo sales ranked
second-best in Miami's history.

« However, the rate of sales for luxury homes has dropped nearly 69% in Miami alone, and close to 45% nationally
in the last 3 months, indicating a market cooling on the high end.
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Articles Referenced:

+ “Mortgage Rates Pull BacK, Freddie Mac, March 16, 2023https://www.freddiemac.com/pmms

* “In this volatile housing market, here’s how to know when the bottom is in” by Tim Mullaney, Feb 18, 2023,
https://www.cnbc.com/2023/02/18/home-prices-mortgage-rates-how-to-know-when-housing-bottom-is-in.html

+ “High earners priced out of South Florida housing markef’ March 15, 2023, https://www.cbsnews.com/miami/news/highearnes-
priced-out-of-south-florida-housing-market/

¢ “Luxury home sales plunge 45%, with Miami and the Hamptons hit hardest March 10, 2023,
https://www.cnbc.com/2023/03/10/luxury-home-sales-plunge-miami-hamptons.html

+  “Miami area housing prices are beating the state and national trend’ by Hillard Grossman. Special to Islander News, Mar 10, 2023,
https://www.islandernews.com/realestate/miamiarea-housing-prices-are-beating-the-state-and-nationaltrend/article S2f3c8a4-
bef8-11eda954-17e0a0d6d765.html

« “Why There Are No Houses to Buy in Many U.S. Metro Aredsby Alana Semuels, March 9, 2023, https://t
ime.com/6261427/current-us-housing-market - inventory-low/

* “The impact of rising interest rates on the housing market,"March 3, 2023, https://www.usbank.com/investing/financiat
perspectives/investing-insights/interest-rates-impact-on-housing-market.html

* “Is It True That High Interest Rates Will Cause Housing Prices To Drgp®y Mark Ferguson, July 5, 2021,
https://investfourmore.com/interestrates-housing-prices/
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