
Steve McLaughlin
Cross Country Mortgage
stevemclaughlinteam.com
P: (717) 542-1025
M: (717) 542-1025
steve.mclaughlin@ccm.com

94 Theatre Drive
York Pa 17402

Are Home Prices Already Done Falling?

Some people might like the idea of perpetual appreciation in the housing market, but others
know that the industry was badly in need of a cool-down after values surged at an
unprecedented pace post-pandemic.  While the interest rate spike of 2022 wasn't entirely
unprecedented, it was the fastest in decades and it left no doubt as to when home prices
should embark on the much-needed correction.

Two of the most official methods to track home price progress are the FHFA and Case Shiller
Home Price Indices (HPIs), released concurrently once per month.  January's update just
came out this morning and the results are mixed.

In annual terms, price appreciation continues to decline rapidly:

Based on price trends over the past 12 months, it would be almost impossible for the annual pace to avoid dipping into
negative territory in the coming months.  That will be more a reflection of how high prices were a year ago than an absence of
resilience in the present.

In fact, the most recent trends in prices are more resilient than expected--especially when viewing the broader FHFA data
set.  FHFA's monthly HPI moved back into positive territory in January.  Case Shiller was down 0.4%, but that's an
improvement from December's drop of 0.5%.  Both are well off their sharpest months of depreciation late last year.
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So yes... home prices are declining from last year and depending on the metro area, prices are still declining month-over-
month to a small extent.  But the declines were expected.  The surprise is how shallow they've been and how quickly the
resilience seems to be stepping in.  

If all of the above seems to overcomplicate the issue and you're wondering if you're being sold a bag of goods, just look at the
chart of the outright price index for FHFA and form your own conclusions:
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The extent to which recent resilience continues will depend on several factors.  The most notable is likely the mortgage rate
environment, and that will depend on the course of inflation and other economic data.  Recent banking drama has some
investors thinking that inflation could fall back to friendlier levels sooner than expected, but the market needs to see proof in
the data before we see bigger changes in rates.  

For now, rates have managed to level off without jumping back up to the higher range seen in 2022.  Big-ticket reports like the
Labor Department's jobs report  and the Census Bureau's Consumer Price Index (CPI) will do more than others to set the
tone.  Any additional bank failures would almost certainly put downward pressure on rates, but an absence of additional
drama would push back in the opposite direction--especially if the economy manages to remain resilient.
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