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Economy: The U.S. economy continues to expand though showing signs
of slowing consistent with a soft landing

* GDP and GDiI for the previous years were revised up
* Labor market cooling with unemployment up and job growth moderating
* Inflationary pressures are abating

Housing & Mortgage Market: Homebuyers continue to wait for rates to
decline further

* Mortgage rates fell to 2-year lows in September but both existing and new
home sales fell by 0.2% from August

* Housing construction picked up on lower rates
* House price growth moderated further to 3.7% in August

2

© Freddie Mac



Economy: The U.S. Economy
Continues to Grow But at a

Slower Pace
O erettea



GDP Increased at an Annual Rate of 3% in Q2 2024; Growth Driven by Consumer Spending and
Investment

Contributions to U.S. GDP Growth
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Annual Revisions to Real Gross Domestic Product (GDP) and Real Gross Domestic Income (GDI)

Show Stronger Growth than Previously Reported

Previously Estimated vs Revised Real GDP
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U.S. Personal Savings Rate for 2023 Revised Higher Than Previously Reported
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U.S. Labor Market is Cooling with Unemployment Up and Job Growth Moderating N\

Monthly Change in Total Nonfarm Unemployment Rate
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Even Though U.S. Labor Market Is Cooling, It Remains Tight Compared to Prior Decades A\

Job Growth Job Openings per Unemployed Quits Rate
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While Moderating, Inflation in the U.S. Remains Above Federal Reserve’s Target A

. Contribution to Headline CPI Inflation
Inflation Measures
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Consumer Balance Sheet Improved Significantly Due to Stimulus, but They Have Weakened as A\
Credit Demand Surged During the Last 18 Months

Consumer Bank Deposits Personal Savings Rate Consumer Loans
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Serious Delinquency Rate for Credit Cards and Autos Continue to Increase, But Mortgage .
Performance Remains Solid 7\

Transition Into Serious Delinquency (90+) by Loan Type
4-Quarter Moving Sum
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Housing Market: Affordability
Challenged by Higher Rates;

House Prices Resilient
O erettea



Mortgage Rates Decline in Anticipation of Fed Rate Cuts
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Historically Low Rates in Previous Years Means There is No Refi Incentive Given Today’s Rates A\

Outstanding 30-year Conforming Balance by Coupon ($T's)
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Total U.S. Mortgage Originations for 2023 at Lowest Level Since 2014 Led by Lower Refinance Pl
Volumes
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Purchase Applications and Home Sales Decline on Higher Rates and Rate Lock Effect A\

Total Market Purchase Index Total Home Sales
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New Home Sales Are Taking a Large Share of Homes Sold Than in the Past Decade A\

New Home Sales’ Share of Total Home Sales Share of New Home Inventory to Total Home
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Housing Demand Robust on Favorable Age Demographics of First-time Homebuyers A\

2023 U.S. Population (Millions)

Peak Purchase Demand Between 30 to 40yrs

6
Median Age The youngest
Baby Boomers
Repeat .
Homebuver turn 60 this
5 y !ear (2024)
4
3
2
1
0
18 20 22 24 26 28 30 32 34 36 38 40 42 44 46 48 50 52 54 56 58 60 62 64
Age

Millennials (ages 27-42 as of 2023) are now near the peak homebuying age

18
Source: U.S. Census Bureau

© Freddie Mac




New Housing Completions Improved in 2023, but still Below Pre-Global Financial Crisis Levels... A\

U.S. New Housing Supply Low Relative to History
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Despite Weak Sales, Supply Remains Low as Market is Dominated by N
Chronic Undersupply of Resales

Total Homes For Sale (Ths. #, SA) Existing vs New Home Inventory
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Home Prices have Stabilized Over Last 3 Months

Freddie Mac House Price Index
Percent Change from Year Ago
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Midwest and Northeast Regions Experiencing Stronger House Price Growth - Price Growth Is Softer A\
in Coastal Gulf of Mexico
August 2024 Year-over-Year House Price Appreciation by
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The Undersupply of Housing Remains Large and is Not Improving A\
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Delinquency Rates Remain Low Across All Loan Types N

Q1 2024 - 90+ DLQ (% of Loans Serviced)
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Forecast for 2025 N\

* The U.S. economy grew at a stronger pace than initially reported per the revisions of the BEA national accounts, mainly on
strong consumer spending, and we expect it to continue to grow, though at a slower pace. Under our baseline scenario, we
expect inflation to continue to trend lower.

* The Federal Reserve cut the federal funds rate by 0.5 percentage points in September and indicated further cuts of almost
one percentage point in 2024 and another percentage point in 2025. Even though mortgage rates moved lower in
anticipation of the rate cut, the most recent employment report has pushed rates higher in early October. Our baseline view
has rates easing very gradually over time, with potential volatility as economic news may surprise the market.

* Lower mortgage rates are expected to boost the housing market, but the lift will be modest given continued tightness in the
existing inventory and homebuyers staying on the sidelines expecting further rate declines. We have seen some loosening
in the average mortgage rate lock-in effect. The average rate lock-in effect for Freddie Mac borrowers as of September
2024 is down to $38,000 per borrower compared to the peak of $66,000 per borrower as of October 2023. This loosening
will likely bring more existing inventory into the housing market, but not enough to accommodate growing demand.
Therefore, we expect home sales to remain flat in the remainder of 2024 but pick up slightly in 2025 as rates decline further
and more housing inventory comes on the market. However, we expect home prices to grow as the supply-demand
iImbalance remains a core issue in the housing market.

* We anticipate a slight growth in origination volumes in 2024 and 2025 compared to the low volumes in 2023—which were
at the lowest since 2014. We forecast purchase origination volumes to continue to increase at a modest pace consistent
with modest increases in home sales and house prices. Lower rates are already stimulating refinance volumes, and we
expect this trend to continue, thereby pushing up total origination volumes in 2024 and 2025.
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Disclaimer A\

Opinions, estimates, forecasts, and other views contained in this document are
those of Freddie Mac’s economists and other researchers, do not necessarily
represent the views of Freddie Mac or its management, and should not be
construed as indicating Freddie Mac’s business prospects or expected results.
Although the authors attempt to provide reliable, useful information, they do not
guarantee that the information or other content in this document is accurate,
current or suitable for any particular purpose. All content is subject to change
without notice. All content is provided on an “as is” basis, with no warranties of any
kind whatsoever. Information from this document may be used with proper
attribution. Alteration of this document or its content is strictly prohibited. It is for
informational use only not as input into business decisions. If you do need data for
financial or business purposes, you need to pull it independently and rely on your
own controls.

© 2024 by Freddie Mac.
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