
More Money Down Adds to U.S. First-Time Buyer Blues: Economy
Source: Bloomberg

Many prospective buyers of the least expensive homes in the U.S. are facing a variety of challenges that
are difficult to overcome on the path to homeownership. Such obstacles, combined with the expectation
of having to offer more cash up front, threaten to derail the younger generation from entering the housing
market, according to Susan Wachter, a professor of real estate and finance at the University of
Pennsylvania’s Wharton School. She stated, “If higher down payments persist, we will have a millennial
generation that’s missing in action in homeownership.”

Making sense of the story

 In addition to stagnant wages, growing student debt, and competition from investors, those
looking to purchase moderately priced houses must also provide more cash up front.

 The median down payment for the cheapest 25 percent of properties sold in 2013 was $9,480,
compared with $6,037 in 2007.

 The higher bar is a symptom of still-tight credit that is crowding out first-time buyers even as
interest rates remain near historical lows. Younger adults, who would normally be making initial
forays into real estate, are among those most affected.

 The median down payment for the cheapest 25 percent of homes was 7.5 percent of the sales
price last year, up from a low of 3.1 percent in 2006 and compared with an average 4.2 percent
from 2001 through 2007.

 One of the main reasons for the jump is that fewer first-time buyers are applying for loans backed
by the Federal Housing Administration, which require smaller down payments, after the
government agency boosted mortgage-insurance premiums.

 Some of those borrowers may be going to private lenders that demand bigger down payments
instead. In 2013, 39 percent of first-time buyers used FHA loans, which generally require 3.5
percent down, compared with 56 percent in 2010.

 First-time purchasers accounted for 28 percent of all sales of previously owned homes in June,
compared with about 40 percent historically. A dearth of first-time buyers is pushing down the
national homeownership rate, which fell in the second quarter to its lowest level since 1995.

Read the full story
http://www.bloomberg.com/news/2014-08-14/bigger-down-payments-add-to-u-s-first-time-homebuyer-
blues.html



In other news …

6 things home buyers should avoid doing once they are preapproved for
a mortgage
Source: Inman News

In order to keep your loan closing as smooth and hassle-free as possible, there are some simple steps to
follow so there are no surprises while waiting for final approval. It’s important to remember that
obtaining a home loan is a very interactive process, so avoid common pitfalls, like changing bank
accounts or applying for new credit.

Read the full story
http://www.inman.com/next/the-dos-and-donts-of-the-home-loan-closing-process/

Kotkin: In The Future We’ll All Be Renters; America’s Disappearing
Middle Class
Source: NewGeography.com

Joel Kotkin’s upcoming new book, titled The New Class Conflict, argues that “Many people who once
had decent incomes, and may have owned or hoped to own a house or start a business have slipped to the
lower rungs of the economy. In the past decade, the number of people working part-time and receiving
such benefits as food stamps has expanded well beyond inner cities and impoverished rural hamlets.” If
unaddressed, Kotkin’s book lays out the ramifications of a potential reversal in class mobility and the
slowing diffusion of property ownership in America and how it threatens to undermine the country’s
traditional role as a beacon of opportunity.

Read the full story
http://www.newgeography.com/content/004470-in-future-we-ll-all-be-renters-america-s-disappearing-
middle-class

A Look At The Housing Market Eight Years After The Collapse
Source: Forbes

While the U.S. housing market has recovered significantly, how does it compare to pre-bubble levels?
Three market indicators, namely median home sale price, new homes sold, and foreclosures, were
analyzed to compare the latest data (May 2014) to the housing market at its bottom (February 2009) and
at its peak (June 2006).

Read the full story
http://www.forbes.com/sites/kirandhillon/2014/08/01/heres-a-look-at-the-housing-market-eight-years-
after-the-collapse-3/



Higher Housing Costs Aren’t Likely to Fade Soon, Fed Study Says
Source: Wall St. Journal

Researchers say a recent uptick in housing inflation isn’t a fluke. As for projections in the near future,
they see housing inflation slowing to around 2 percent by the end of next year in the Northeast while
rising to around 3 percent in the South. The model forecasts inflation holding at its current level of around
2.9 percent in the West and falling to 2 percent in the Midwest.

Read the full story
http://blogs.wsj.com/economics/2014/08/11/higher-housing-costs-arent-likely-to-fade-soon-cleveland-
fed-study-says/

Mortgage Rates Slip to Near Lows for the Year
Source: Daily Finance

Average long-term U.S. mortgage rates declined this week, approaching their lows for the year. Mortgage
rates are below the levels of a year ago. They have fallen in recent weeks after climbing last summer. The
nationwide average for a 30-year loan slipped to 4.12 percent from 4.14 percent last week.

Read the full story
http://www.dailyfinance.com/2014/08/14/mortgage-rates-freddie-mac/

As Closing Costs Rise, Here's How to Knock Them Down
Source: AOL Real Estate

A new report by Bankrate.com shows mortgage closing costs increased 6 percent over the past year to an
average of $2,539 on a $200,000 loan. Origination fees increased 9 percent to $1,877, and third-party fees
increased 1 percent to $662. Lenders argue that new regulations and tighter lending standards designed to
protect consumers and lenders make the process of getting a mortgage costlier and more arduous.

Read the full story
http://realestate.aol.com/blog/2014/08/14/how-reduce-rising-closing-costs/



What you should know …

 Lower interest rates in the second quarter of 2014 failed to offset continued home price increases,
lowering housing affordability statewide and in 19 of 26 counties in California, according to the
CALIFORNIA ASSOCIATION OF REALTORS® (C.A.R.).

 The percentage of home buyers who could afford to purchase a median-priced, existing single-
family home in California fell from 33 percent in the first quarter of 2014 to 30 percent in second-
quarter 2014 and was down from 36 percent in second-quarter 2013, according to C.A.R.’s
Traditional Housing Affordability Index (HAI).

 Home buyers needed to earn a minimum annual income of $93,590 to qualify for the purchase of
a $457,140 statewide median-priced, existing single-family home in the second quarter of 2014.
The monthly payment, including taxes and insurance on a 30-year fixed-rate loan, would be
$2,340, assuming a 20 percent down payment and an effective composite interest rate of 4.32
percent.


