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Executive Summary

The U.S. housing sector has faced many challenges in recent years,
including elevated mortgage rates, low inventories, and high prices. While
a quick reversal in housing market trends is not expected, some recent

metrics have shown slight improvement that could offer relief to
potential home buyers.

This week, we take a closer look at the U.S. housing market.
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Still Notable Lock-In, Lock-Out Effect, but Conditions Starting to Ease

Share of Outstanding Mortgage Loans by Mortgage Rate
mBelow3% ®3%-399% ®W4%-499% m5%-599%  m Greaterthan 6%

100
Mortgage rates increased substantially 90
from 2021 to 2022 as the Federal
Reserve began a tightening cycle to 80
tamp down rising inflation. The 30-
year mortgage rate climbed from 70
3.33% at the end of 2021 to 6.58% in
the final week of 2022. 60

Higher borrowing costs have disrupted

the U.S. housing market, creating a 50
sizable barrier to enter and exit
homeownership and leading to a lock- 40
in and lock-out effect. 30
While more than 83% of homeowners

still have a mortgage rate below 6%, 20
this is down from a record 93% in the
second quarter of 2022, and the 10
lowest share since Q4 2016, as some
homeowners can no longer stay put. 0
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Source: FHFA/Redfin
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Inventories Starting to Rise, Although Remain Below Pre-Pandemic Levels

14

—EXxisting Home Sales Months Supply

—New Home Sales Months Supply While the supply of available housing

stock is still below the pre-pandemic
levels, the slight easing in lock-in/lock-
out effect has led to a rise in active
listings more recently.

12

10

‘ According to Realtor.com, the total
number of active listings jumped 25%
' in July from this time last year,

marking the 215 consecutive month of
inventory growth.

Meanwhile, the months supply of
6 , . )
/ existing homes has risen from 3.5
"/ M‘ months at the start of the year to 4.6
/‘ \ months as of July, near the highest
4 level since mid-2016.

Additionally, the number of new
homes for sale has increased 3.0%
since the start of the year to 511,000
as of June, the highest since 2007. At
this level, it would take 9.8 months to
0 clear the national inventory, the

2005 2009 2013 2017 2021 2025 highest since September 2022.
Source: Census Bureau/National Association of Realtors
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The Number of Home Sellers is Starting to Rebound after Sharp Drop in 2020

2.8 —Number of Buyers, Mil.
—Number of Sellers, Mil.
24 Al

A significantly higher number of home

X
sellers in relation to buyers is N
contributing to the elevated number of ‘
available homes. The number of sellers
2.0

climbed from 1.6 million at the start of
2024 to 1.9 million as of June, the
highest since March 2020.

With the number of sellers

outnumbering buyers by 500,000, or

36%, it remains a seller’s market with

the number of buyers down 50,000 1.6 '\
since to start of the year to 1.4 million. ‘

1.2

2013 2015 2017 2019 2021 2023 2025
Source: Redfin
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Some Easing of Home Prices, Yet Still Elevated from Five Years Ago

500+ ; . -500
== New Home Sales Median Price, Thous.$
== Existing Home Sales Median Price, Thous.$
450 450 The pace. of.h.ome price growth has
slowed significantly from the peak
pace in 2021. New home price growth,

400

350

for example, has fallen nearly 7% so
far this year, compared to a 16%
increase in 2021, while existing home
prices have risen over 7% so far in
2025, a slowdown from the 17% rise in
2021.

Since February 2020, the median new
home price has risen 21% to $401,800,
but this is lower than the peak of
$460,300 reached in October 2022.
The median existing home price,
meanwhile, has jumped over 50% in
the past five years to $422,400 as of
July after notching a record high of

$432,700in June.

II|II|II|IIII|II|II|IIIIIII|II|IIII|II|II|IIIIIII|II|IIII|II|I

2020 2021 2022 2023 2024 2025
Sources: Census Bureau, National Association of Realtors/Haver Analytics
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Substantial Rise in Building Material Prices Since 2020

Five-year Building Material Price Change, %

80
® Feb 2015-2020

70 | ™ Feb 2020-2025

In addition to still elevated borrowing
costs and home prices, the cost of
building materials has increased
substantially over the past five years. 60

Power and distribution transformers
(used in connecting homes to a local
utility’s electric infrastructure) costs
have risen substantially, up 74% in the
last five years compared to just about a

40 37%
32%

% gain the five years prior. 30
Meanwhile, the cost of gypsum, a 20% o
primary input to drywall panels and 20 15% 18%
cement, has increased more than 50% I I 10%
since 2020 due to supply chainissues, 10 7%
along with heightened demand from I
pandemic home improvement projects 0

and new construction.

50
41%

4%

54%

42%

-2%
Additionally, steel mill products prices -10
have iumpoed 42% in the last five vears Softwood Brick and Ready-Mix NetlInputsto  Steel Mill Gypsum Power and
Jump . ° ) y Lumber  Structural Clay Concrete  Residential ~ Products Building Distribution
alone after posting a 2% drop from Tile Construction, Materials ~ Transformers,
2015-2020. Goods Less Except Parts
Foods and
Source: Bureau of Labor Statistics =%
Fixed |
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Hiring Slows in Residential Construction

- Monthly NFP: Residential Construction, Thous. (left) 12
— Average Hourly Earnings: Residential Construction YoY% (right)
121
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Source: Bureau of Labor Statistics/Haver Analytics
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Since the start of the year, residential
construction payrolls have risen by just
1,500, an average of about 200
positions per month, and contributing
to an overall shortage of construction
laborers.

According to a National Association of
Home Builders (NAHB) survey, 65% of
builders reported a shortage of workers
performing finished carpentry, while
60% reported there was a labor
shortage for bricklayers, and 59% noted
a shortage of workers for framing
crews.

Meanwhile, the cost of hiring skilled
labor to fill positions in residential
construction has risen sustainably, with
average hourly earnings climbing nearly
30% since 2020.

As a result, lower availability of workers
along with higher costs have led to
nearly two additional months on
average of construction time per home
and could carry an economic impact of -
$10.8 billion per year.
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Homeowners Insurance Costs on the Rise

Average Monthly Homeowner Insurance Costs by State

Vermont, Alaska, and Delaware have some Insurance costs remain elevated in states
of the most affordable insurance costs with  Average Monthly Insurance Costs,§ ~ MOre exposed to natural disasters with
monthly prices of $69, $78, and $80 Nebraska, Louisiana, and Florida recording
respectively. These are well below the “ the highest prices at $531, $515, and $477

national average of $200 per month. 0 200 400 600 per month, respectively.
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Housing Affordability Remains Low

140

m Affordability Index (Less Than 100 = Unaffordable)

120

Despite an increase in inventories and
easing of prices, with home prices still 100
up over 40% since 2020 and interest

rate still hovering near 7%, purchasing

a home at this point remains

unaffordable for most Americans. 80

According to the Federal Reserve Bank
of Atlanta’s Affordability Index?,
affordability has dropped more than
38% from a reading of 108 in January
2021 to just 66 as of March 2025, the
lowest level since data collection 40
began in 2005.

60

1A reading below 100 means a family earning the
median-income family is unable to afford a 20
median-priced home given current interest rates.

0
2005 2009 2013 2017 2021 2025

Source: Federal Reserve Bank of Atlanta
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Housing Affordability by State

Ratio of Median Household Income to Median Home Price

NH
VT 52.3
47.4
\‘ MA
61.7
‘ R
A‘ T 516
. cT

491

“9 :

\\DE 56.5
MD
40.0
DC

: 52.4

.-
‘ -—
T -
6';.'6 ‘ The Midwest tends to provide a

better value in terms of home
Historically, an income to home buying with states like lowa,
price ratio has averaged Indiana, and Ohio ranking among
around 30%. Yet, as of June, Housing Ratio (Higher = Less Affordable) the most affordable. On the other
only five states are near this . 31-40 41-50 . 51-60 - 61-70 . 81-90 hand, coastal states tend to be
level. more expensive.

Page 10 Source: homebuyer.com/Stifel STIFEL ’ (F:Z(sga:{lﬁltoanrqlfets



Affordability Constraints Translate into Muted Home Sales

1,400 4 - . -350 7754 - 70
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Investor Home Purchases Slow from Pandemic Pace

0
120 mmm [nvestor Purchases YoY% (right) 150%
—Investor Purchases, Thous. (left)
125%
100
100%
80 o In the second quarter of 2021, low
5% interest rates and increased mobility
pushed investor purchases of housing
60 50% units up 145% to over 90,000.
Recently, investor purchases have
259, moderated considerably as sale-price
40 ‘ ‘ m “ ‘ and rent growth have slowed and
borrowing costs remain elevated. In
TAY NS ‘IIII II ol ||"II'II | ‘II'F'I I I 'yl 0% thefirst quarter of 2025, investor
| I I purchases rose only 2% to 47,000 —
20 well below the 2019 average of
-25%  0,000.
0 -50%
2001 Q1 2007 Q1 2013 Q1 2019 Q1 2025 Q1

Source: Redfin
*Note: An investor is defined as any buyer whose name includes at least
one of the following keywords: LLC, Inc, Trust, Corp, Homes.
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Outlook: Despite Increased Buyer Incentives, Still Sluggish Market Expected

Many contractors are offering
sweeteners and sales incentives to
attract buyers. According to the NAHB,
66% of builders used sales incentives
in August, which include everything
from mortgage-rate buydowns, free
upgrades, and price reductions, the
highest share since May 2020.

Meanwhile, a gauge of prospective
buyer traffic in the next six months
rose two points to a reading of 22 in
August, the highest in three months,
but still far below 50, indicating little
confidence in expected sales growth
and housing availability.

Additionally, the Mortgage Bankers
Association expects mortgage rates to
remain elevated at 6.4% by the end of
2026, offering minimal relief for
prospective buyers who are holding
out for lower borrowing rates.
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Disclosures and Disclaimers

The Fixed Income Capital Markets trading area of Stifel, Nicolaus & Company, Incorporated may own debt securities of the borrower or borrowers mentioned in this
report and may make a market in the aforementioned securities as of the date of issuance of this research report. Please visit the Research Page at www.stifel.com for
the current research disclosures applicable to the companies mentioned in this publication that are within Stifel’s coverage universe.

The information contained herein has been prepared from sources believed reliable but is not guaranteed by Stifel and is not a complete summary or statement of all
available data, nor is it to be construed as an offer to buy or sell any securities referred to herein. Opinions expressed are subject to change without notice and do not
take into account the particular investment objectives, financial situation or needs of investors. Employees of Stifel or its affiliates may, at times, release written or oral
commentary, technical analysis or trading strategies that differ from the opinions expressed within. No investments or services mentioned are available to “private
customers” in the European Economic Area or to anyone in Canada other than a “Designated Institution”. The employees involved in the preparation or the issuance of
this communication may have positions in the securities or options of the issuer/s discussed or recommended herein.

Stifel is a multi-disciplined financial services firm that regularly seeks investment banking assignments and compensation from issuers for services including, but not
limited to, acting as an underwriter in an offering or financial advisor in a merger or acquisition, or serving as a placement agent in private transactions. Moreover, Stifel
and its affiliates and their respective shareholders, directors, officers and/or employees, may from time to time have long or short positions in such securities or in
options or other derivative instruments based thereon.

Stifel Fixed Income Capital Markets research and strategy analysts (“FICM Analysts”) are not compensated directly or indirectly based on specific investment banking
services transactions with the borrower or borrowers mentioned in this report or on FICM Analyst specific recommendations or views (whether or not contained in this
or any other Stifel report), nor are FICM Analysts supervised by Stifel investment banking personnel; FICM Analysts receive compensation, however, based on the
profitability of both Stifel (which includes investment banking) and Stifel FICM. The views, if any, expressed by FICM Analysts herein accurately reflect their personal
professional views about subject securities and borrowers. For additional information on investment risks (including, but not limited to, market risks, credit ratings and
specific securities provisions), contact your Stifel financial advisor or salesperson.

Our investment rating system is three-tiered, defined as follows:

Outperform - For credit specific recommendations we expect the identified credit to outperform its sector
specific peers over the next six months.

Market perform - For credit specific recommendations we expect the identified credit to perform approximately
in line with its sector specific peers over the next six months.

Underperform - For credit specific recommendations we expect the identified credit to underperform its sector
specific peers over the next six months.

Additional Information Is Available Upon Request

I, Lauren Henderson, certify that the views expressed in this research report accurately reflect my personal views about the subject securities or issuers; and | certify
that no part of my compensation was, is, or will be directly or indirectly related to the specific recommendations or views contained in this research report.

© 2025 Stifel, Nicolaus & Company, Incorporated, One South Street, Baltimore, MD 21202. All rights reserved.
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