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Quarterly Forecast: Housing Market Continues
to Perform Strongly Primarily Driven by Historically
Low Mortgage Rates

It’s been close to a year since the pandemic began, and economic
growth continues to remain uncertain. The availability of a COVID-19
vaccine and its widespread distribution should steer the economy
towards recovery, but the timelines remain unknown. The labor market
has recovered from the lows it reached in April of last year but
continues to be weak. As of mid-December of 2020, jobless claims
were still around 20 million, remaining well above the pre-pandemic
levels. The unemployment rate was 6.7% in December with more
permanent job losses and less labor force participation signaling a
slowdown in the current labor market recovery.

The housing market, which rebounded strongly over the summer, continued to perform well in
the second half of the year. One of the biggest reasons the housing market performed strongly
during the pandemic is the record low mortgage interest rates. As of the first week of January
2021, the U.S. weekly average 30-year fixed mortgage rate reached another historical low of 2.65%.
This low mortgage interest rate environment is projected to continue through 2021 and 2022 as the
Federal Reserve has voted to keep the interest rates anchored near zero for a longer period of time,
if needed until the economy rebounds. With mortgage interest rates averaging around 2.8% in the
fourth quarter of 2020, it is forecasted to average around 2.9% through the end of 2021.

These low interest rates and the ability to work remotely have continued to support the demand

for housing, which is reflected in home sales reaching levels not seen since 2006. Total home sales
reached 7.6 million in the fourth quarter of 2020 with strong showings from both existing and
new home sales. Freddie Mac forecasts total home sales to be 6.8 million in the first quarter of
2021 and to average 6.5 million for full year 2021.
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The surge in home sales has put pressure on housing inventory and caused the unsold inventory
to hit an all-time low of 1.23 million, with only a 2.3-month supply at the current sales pace. The high
volume of home sales and low supply of housing has edged up house prices by 4% quarter-over-
quarter in the fourth quarter of 2020. Freddie Mac forecasts house price growth to moderate
over 2021 and 2022 to 1.3% and 0.7%, respectively.

The low mortgage rates, increasing home sales, and increasing house prices have also given

a boost to mortgage originations. Total mortgage originations are forecast to hit a historical high
of $4 trillion in 2020, with refinance originations projected to hit nearly $2.6 trillion and purchase
originations to hit $1.4 trillion. Total mortgage originations are forecast to be $1.2 trillion in the
fourth quarter of 2020, mainly driven by a surge in refinance originations. The mortgage refinance
originations are projected to hit $778 billion and purchase originations are projected to be at
$436 billion in the fourth quarter of 2020. Freddie Mac forecasts total originations to decline

to $3.3 trillion in 2021and decline further to $2.4 trillion in 2022.
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Economic and Housing Market Outlook Draft revised 01/08/2021

2019 2020 2021 2022 Annual Totals

2019 2020 2021

30-year PMMS (%) a. 44 40 37 37 |35 32 30 28|29 29 380 30381 31 82 32 4.0 31 2.9 3.2

Total home sales (M) b. 59 60 61 6162 50 71 76 | 68 66 64 63 62 62 61 61 6.0 6.5 6.5 6.2

House price growth (%)c. 08 09 10 14 | 19 07 483 40|13 13 13 13 |07 07 07 07 4.2 1.3 5.4 3.0

Total originations ($B) d. $361 $584 $734 $753 | $675 $975 $1,140 $1.214| $965 $958 $759 $612 | $535 $668 $610 $604  $2,432 $4,004 $3,294 $2,416

Purchase originations (8B)d.  $233 $374 $373 $323 | $268 $316 $399 $436|$322 $452 $391 $384 $308 $443 $387 $384| $1,303 $1419 $1,549 $1,522

Refinance originations ($B)d.  $128 $210 $362 $430|$407 $659 $741 $778 $643 $506 $368 $228 | $226 $225 $223 $221 | $1,130 $2,585 $1,745 $895

Note: Quarterly and annual forecasts (or estimates) are shown in shaded areas; totals may not add due to rounding; annual forecast data are averages of quarterly values.

a. Quarterly average of monthly interest rates (not seasonally-adjusted); reported as an annual rate.

b. Millions of housing units; total sales are the sum of new and existing single-family, condo/co-op home sales; quarterly averages of monthly, seasonally-adjusted levels
(reported at an annual rate).

c. Quarterly growth rate of Freddie Mac’s House Price Index; seasonally-adjusted; annual rates for yearly data.
d. Billions of dollars (not seasonally-adjusted). Includes only 1st lien mortgage originations.
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Opinions, estimates, forecasts, and other views contained in this document are those of Freddie Mac’s Economic &
Housing Research group, do not necessarily represent the views of Freddie Mac or its management, and should not
be construed as indicating Freddie Mac’s business prospects or expected results. Although the Economic & Housing
Research group attempts to provide reliable, useful information, it does not guarantee that the information or other
content in this document is accurate, current or suitable for any particular purpose. All content is subject to change
without notice. All content is provided on an “as is” basis, with no warranties of any kind whatsoever. Information from
this document may be used with proper attribution. Alteration of this document or its content is strictly prohibited.
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