
Mortgage Rate Swell Has Yet to 
Extinguish Hot Home Prices
Owners display a preference to stay put. The number of 
existing homes for sale continued to abate in January, reaching 
just 850,000 houses, compared to an average of 1.7 million listed 
homes during the same month from 2015-2019. There are several 
factors driving this trend, aff ecting both buyers and sellers. Very 
strong buyer demand for larger living options like single-family 
houses, to assist with at-home work and learning, has squeezed 
for-sale inventory and driven up prices. The rapid appreciation 
has made it diffi  cult for owners to move up the quality stack and 
concurrently free up their entry-level homes. Also, the typical 
generational swap, where older residents downsize or enter 
age-restricted communities, has been temporarily stalled, as virus 
concerns make the older cohort hesitant to live among others. 

Extended renter cycle a longer-term trend. Home prices are not 
expected to drastically decline in the foreseeable future, as buyer 
demand sustains upward pressure. As such, the majority of young-
er millennials, along with Gen Z, will likely rent longer into their 
lives than the previous generations, due to the diffi  cult transition 
to ownership, as well as a fondness for the fl exibility and lifestyle 
that apartments can provide. This will keep multifamily vacancy 
tight and could also benefi t self-storage. People accumulate items 
as they age and start families, and they may require more storage 
space than apartments can off er, especially in dense urban areas.

Rapid rate climb has little impact on prices so far. The 30-year 
mortgage rate approached 3.9 percent in February, up 80 basis 
points from the start of 2022. Nonetheless, the median sale price 
of new and existing homes remained on a swift upward ascent, 
fueled by buyer appetite. Historically, higher mortgage rates 
suppress buying activity as fi nancing becomes more expensive, 
moderating the pace of price growth amid less competition. Indi-
cations of upward rate movement and the corresponding decel-
eration of price gains typically coax homeowners that had been 
holding on to homes amid fast appreciation to list; this pattern, 
however, does not match the current climate. Prices continue to 
skyrocket, incentivizing owners to sit tight until growth wanes.

Construction costs soar above the previous high. In February, 
the index tracking construction costs jumped to a new record, 
following a two-month retraction from the prior peak set in No-
vember 2021. The index is now up more than 11 percent relative 
to when the pandemic began, and the impacts are being felt across 
all echelons of real estate. Commercial real estate developers 
in various property types are factoring in higher costs when 
planning projects. Single-family construction starts also fell 2.4 
percent year-over-year in January, despite an imperative need for 
additional homes to be built in order to meet demand. 

More new homes on the market, but fewer being sold. The 
406,000 newly-built homes for sale in January was the highest 
monthly total since mid-2008; the number of new homes sold, 
however, fell 19.3 percent year-over-year. There are several rea-
sons for this divergence, most notably the underlying character-
istics of the listings. Only 9 percent of new homes were fully com-
pleted when listed on the market, while the remaining dwellings 
were either still under construction or not yet built. High material 
costs and labor shortages could sustain these conditions.
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