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Metro Denver Housing Outlook | Midyear Update

At midyear, our local Denver Metro housing market is experiencing some new challenges. For the last several
years, a tremendous tailwind has been pushing this market forward at a record pace. This tailwind came
from a severe imbalance between supply and demand. Now come the strong headwinds of rapidly rising
interest rates, inflation and overall economic conditions trending lower.

After the financial system’s collapse in 2008, inventory dropped to low levels and remained low right up to
the Covid-19 lockdowns in 2020. Post-Covid saw inventory drop even further. Will the change in overall
economic conditions move inventory higher? Yes. Available homes for sale from May to June increased by

65.85 percent. We expect this trend to continue in the second half of 2022 - good news for buyers remain-
STEVE DANYLIW ing in the market.
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Both 2020 and 2021 were record-breaking years for the number of closed transactions. We anticipated that
2022 would fall short of last year's 63,684 by four to five percent. Demand has weakened as economic un-
certainty weighs heavily on buyers, reducing the number of closed transactions beyond our original forecast.
Expect closings to be off by seven to nine percent from last year. Given the current volatility, do not be sur-
prised by a number that exceeds nine percent.

As interest rates rise, so too does the cost of homeownership. This is one more reason that some buyers will
exit the market further reducing demand. We anticipated small increases in 2022. Unfortunately, inflation
was not transitory, thus causing the Federal Reserve to raise the Fed Funds Rate. The market reacted with
mortgage rates jumping from three to six percent in a month. Our consensus sees rates finishing 2022 be-
tween six and seven percent.

Our original forecast had average price growth of 11 to 13 percent. Given the new challenges, we are revising
our forecast downward. Expect price growth of around nine to 11 percent. Even at those gains, nine to 11
percent would be considered a great year if you own a home.

2022 will turn out to be the story of two halves. The first half was absolutely scorching, and the second half
will transition to a healthier, more balanced market with steadier appreciation. We foresee supply increasing
through the rest of the year due to reduced buyer demand, resulting in fewer multiple offers and offers over
asking. Days in MLS will grow and price growth will drift lower. Some neighborhoods will do better than oth-
ers as buyers seek a home at an affordable price. Ultimately, the housing market is incredibly resilient and
will seek balance.
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Five Things to Know About the Housing Market Right Now

Mortgage rates are rising, as are home prices. Since the beginning of the year, homebuying costs about $1,000 extra
every month in the Denver Metro area. Consequently, many buyers are priced out of the market as they no longer
earn the qualifying income for the median-priced home.

Here's what buyers and sellers should know now.

1. Expect mortgage rates to rise even further. After historic lows, mortgage rates rose the first half of the year. Ac-
cording to Freddie Mac, the rate on a 30-year fixed mortgage was near six percent in June, up from a little over
three percent at the beginning of the year. With the potential of four additional rate hikes coming from the Federal
Reserve, the upward climb will continue. However, we don't expect to see the same sharp increases that the market
NADIA EVANGELOU experienced in the spring. Mortgage rates seem to have already priced in some of the effects of the upcoming Fed's
rate hikes.

Senior Economist and
Director of Forecasting at the ~ For buyers, rising mortgage rates mean that they can't afford as much home. Put simply, a higher mortgage rate
National Association of means a lower price tag. Specifically, buyers can afford to buy a 25 percent less expensive home than at the begin-
Realtors® ning of the year. In the Denver Metro area, the typical buyer could afford to buy a home for $540,000 with a $2,100
monthly payment at the beginning of 2022. However, current buyers can afford to buy homes of $420,000 with a
$2,100 monthly payment.

For sellers, higher mortgage rates typically make the market less competitive, meaning that sellers may not see as
many above-asking price multiple offers and bidding wars. Less competition may take longer to sell. Nevertheless,
homes continue to be sold very fast in the Denver Metro area. The average days on the market was 10 days in June.

2. Home prices will continue to rise but at a slower pace. Due to housing shortage, home prices continue to in-
crease despite rising mortgage rates. While higher rates typically cause home prices to cool, that's not currently the
LAWRENCE YUN case. In the Denver Metro area, the typical home is worth $70,000 more than a year earlier. The median home price
rose by 13 percentage points in June, although mortgage rates were more than 2.5 percentage points higher than

Chief Economist and Senior  last year. Nevertheless, price gains will ease in the second half of the year as home buying becomes less affordable.

Vice President of R h at . . . g I
t'ﬁi Nrai?;near: Azsofi:i:;rf O? For buyers, record-high home prices make it even more difficult to afford to buy a home. At the beginning of the

Realtors® year, buyers earning about $100,000 could afford to purchase properties with a maximum value of $464,000. How-
ever, they can currently afford to buy homes with a value up to $413,000.

For sellers, they shouldn't expect the easy price gains of the past year. However, sellers will continue accumulating a
substantial amount in equity as prices continue to rise.
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3. There are signs that the market is cooling. Both rising mortgage rates and home prices hurt affordability for many buyers. Nearly 18 percent of
the households in the Denver Metro area no longer earn the qualifying income compared to a year earlier. As a result, home sales dropped by 24
percent in June, indicating that the market is cooling. As seasonality trends end, a larger reduction of home buying activity may occur. For the re-
mainder of 2022, consistent reductions in home sale activity should be expected.

For buyers, a reduction in home sales typically translates to fewer potential buyers competing for the same listing. Thus, buyers may not need
more to offer over the asking price.

For sellers, this translates to lower demand. It's a seller's market, but that doesn't mean anymore that every house will sell at any price. Thus, sellers
may need to reduce the listing price if their home is on the market for weeks. Data shows that sellers typically drop listing price by six percent if the
property is on the market for 20 to 30 days.

4. Institutional buyers may increase competition for first-time buyers. Thirteen percent of home purchases were made by institutional buyers
across the country in 2021. In Denver, Douglas and Arapahoe counties, the market share of institutional buyers exceeded 15 percent. Denver
County (17 percent) had the most institutional buyers than any other county within the Denver metro area. With higher mortgage rates hurting
affordability, more people are renting and due to low inventory, rents are rising sharply. For institutional buyers, this translates to larger profits.
However, research has shown that institutional investors may be taking a significant portion of homes that would otherwise be sold to first-time
and lower-income buyers.

For buyers, the presence of institutional buyers increases market competition. While most institutional buyers purchase properties below the me-
dian price, they offer all cash. Thus, first-time homebuyers in these areas seem to face an even larger competition.

For sellers, this translates to more potential buyers for their properties. While these buyers offer cash, leaseback and purchase the property ‘as is,’
homeowners choose to sell their home to institutional instead of traditional buyers.

5. Inventory is rising. It's very promising that housing inventory is improving. There are nearly 30 percent more homes available for sale compared
to January. However, in the Denver Metro area, inventory has increased even faster. This area doubled the homes that are available for sale in June
2022 compared to last year. Nevertheless, not all buyers can afford to buy these additional homes. Buyers need to earn at least $100,000 to afford
to buy most of these additional homes in the Denver Metro area. For example, for buyers earning $150,000, even though affordability dropped
significantly, there are about 450 homes additional homes that these buyers can afford to buy compared to the beginning of the year.

For buyers, rising inventory translates to more buying options. With more homes entering the market, buyers may be able to find a home a lot eas-
ier—and less expensive—than current conditions allow.

For sellers, they should expect to receive fewer offers. Nevertheless, even though more homes enter the market, housing supply remains tight. In a
balanced market, two million homes are typically available for sale. However, there is still a little bit over a million.
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ABOUT

MARKET TRENDS COMMITTEE
The DMAR Market Trends Committee, part of the Denver Metro As-
sociation of Realtors®, The Voice of Real Estate® in the Denver
Metro Area, provides timely, consistent and relevant monthly sum-
maries of valuable local real estate market statistical data for both its
members and the general public. Statistics from the “Denver Metro
Real Estate Market Trends Report” provide data for the following
counties: Adams, Arapahoe, Boulder, Broomfield, Clear Creek, Den-
ver, Douglas, Elbert, Gilpin, Jefferson and Park.
DMAR's Market Trends Committee Members:

e Andrew Abrams, Guide Real Estate
Colleen Covell, milehimodern
Steve Danyliw, Danyliw & Associates
Nick DiPasquale, West + Main Homes
Libby Levinson-Katz, Kentwood Real Estate
William Maline, HomeSmart Realty Group
Brigette Modglin, Kentwood City Properties
Molly Polinkovsky, West + Main Homes
Jessica Reinhardt, RE/MAX Alliance
Jon Roberts, Banyan Real Estate
Nicole Rueth, Fairway Mortgage
Jill Schafer, Kentwood Real Estate
Amanda Snitker, Coldwell Banker Realty Global Luxury
Susan Thayer, The Thayer Group of Keller Williams Action Realty

Contact: 303-756-0553 | communications@dmarealtors.com
Media Contact: 303-242-5855 | diane@decibelblue.com | Diane
Eichler, Co-founder, Decibel Blue Creative Marketing & PR on behalf
of the Denver Metro Association of Realtors®
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#dmarstats

Data Source: REcolorado, the state’s largest network of real estate
professionals, serves as the primary source of MLS data for the Mar-
ket Trends Committee. REcolorado.com provides the most accurate
and up-to-date property information for Realtors®, real estate pro-
fessionals and consumers.

USAGE POLICY: © Copyright

DMAR Realtor® and Industry Partner members are encouraged to
share this report in any form or by any means of redistribution in-
cluding: electronic, mechanical, photocopying or otherwise; without
the prior written permission of the publisher. However, all DMAR
logos, watermarks, sourcing and copyright information shall not be
removed or edited in any way.

To stay up to date with relevant real estate news and statistics,
please visit www.dmarealtors.com, and join the conversation using
the #dmarstats on social media.

DENVER METRO ASSOCATION OF REALTORS®

The Denver Metro Association of Realtors®, The Voice of Real Es-
tate® in the Denver Metro Area, is a membership-based organiza-
tion comprised of over 8,000 real estate professionals in the Denver
Metropolitan area. The Association offers continuing education, ad-
vocacy for the real estate community and is a resource for industry
news and market statistics. For more information, visit
www.dmarealtors.com or call 303-756-0553.

DISCLAIMER

All data presented in this report was provided by REcolorado. The
data was pulled at 8:00 AM (mountain time) on the first day of the
month for the preceding month(s).
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