HOUSING CONNECTION

Mortgage Payment to Income Ratio Getting Into Pre-
Meltdown Territory

Black Knight's latest Mortgage Monitor report was released this morning and it provided
more timely insight on home price appreciation than last week's home price indices (HPIs)
from FHFA and S&P Case-Shiller. The Mortgage Monitor's price data covers February
whereas the other HPIs were limited to January.

We already know that mortgage rates moved higher at a fairly brisk pace in January, but it
was either too little or too late to make a difference in February's price appreciation. Black Jason Wood
Knight recorded its highest year-over-year home price growth on record of 19.6%. Mortgage Advisor & VA

Loan Specialist, VA Loan
Guy - American Mortgage
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Source; Black Knight Home Price Index

Notably, the annual growth rate was at least 10% in all of the nation's 100 largest markets for the first time on record, with
the top five slots (Tampa, Austin, Raleigh, Phoenix, Nashville) all over 30%.
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MARKETS WITH HIGHEST HOME PRICE GROWTH RATES

Annual Home Price

Rank  Geography (CBSA)

Growth Rate
1 Tampa, FL +33.2%
2 Austin, TX +33.0%
3 Raleigh, NC +32.8%
4 Phoenix, AZ +32.0%
5 Nashville, TN +31.5%
6 Jacksonville, FL +29.5%
7 Orlando, FL +28.6%
8 Las Vegas, NV +28.6%
9 Miami, FL +27.9%
10 SanDiego, CA +27.3%

MARKETS WITH LOWEST HOME PRICE GROWTH RATES

Annual Home Price

Rank  Geography (CBSA)

Growth Rate
91 Hartford, CT +12.6%
92 New York-Newark, NY-NJ +12.2%
93 New Orleans, LA +11.9%
94 Boston, MA +11.4%
95  Pitisburgh, PA +11.4%
9  Milwaukee, W +11.0%
97  Baltimore, MD +10.9%
98  Chicago, IL +10.7%
99 Washington,DC +10.2%
100 Minneapolis, MN +10.1%

While these appreciation figures are very much in line with the other HPIs, the Mortgage Monitor goes a step further and
compares price growth to other data. One of the two key pieces of additional data is the average mortgage payment
associated with the average-priced home. After all, rates are lower now than they were at the last price peak in 2006.
Nonetheless, the difference in prices has now more than offset the difference in rates.
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MONTHLY P&l PAYMENT TO PURCHASE AVERAGE PRICED HOME
(WITH 20% DOWNPAYMENT AT PREVAILING 30-YEAR INTEREST RATE)
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30-Year Fixed Interest Rate Scenario P&l Payment Required Payment o Income Ratio
March 24th 2022 (4.42%) $1.692 29.1%
4.50% $1,708 29.4%
4.75% $1,758 30.3%
5.00% $1.809 31.2%

Source: Black Knight Home Price Index, FHLMC PMMS

Payment amounts only tell us so much about the current housing environment. Income has risen quite a bit since 2006. As
such, the second key piece of data from Black Knight compares median incomes to average home prices to come up with a
payment to income ratio. In other words, how much of the median family's income is needed to afford the average-priced
home (20% down, 30yr fixed)?
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NATIONAL PAYMENT TO INCOME RATIO*

—Payment-to-Income Ratio(Left Axis) ~—Freddie 30-Year Fixed Interest Rate(Right Axis)
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Source: Black Knight Home Price Index, FHLMC PMMS, Census Bureau

As the chart suggests, this ratio was only ever higher for a few years leading up to the mortgage meltdown and financial crisis
of 2008. Thisisn't to suggest the same statistic will produce the same resultin 2022 or 2023. There were variables in play
back then that are not contributing to risks in the same way at present. Nonetheless, it does speak to affordability constraints
playing more of a role from here on out.

As always, the Mortgage Monitor contains a wealth of other charts with interesting updates on the housing and mortgage
markets. See the full report here.
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