With mortgage rates
on the rise, the housing
market is showing signs

of cooling. What does
that mean for housing
prices — and how could

it affect individual
homebuyers and real
estate investors?

Real estate investors contributed to rising home prices
over the past two years.

If you bought a house — or tried to buy one — in the past two years,
you probably know firsthand how challenging the process has
become. Inventory dwindled as demand skyrocketed, and potential
buyers often found themselves pushed out of the running even before
the race began.

What drove the demand? For one, remote work during the pandemic
made it possible for families to live farther from work, pushing them from
urban to suburban areas. And all that togetherness made some families
realize they wanted — and needed — more space to spread out.

While the demand was pushed upward by individuals and families buying
their forever (or for now) homes, real estate investors were a significant
contributing factor in depleted inventory. Sure, real estate is usually

an attractive investing opportunity, but low mortgage rates and easy
access to capital made it even more appealing to investors during the
pandemic. And according to a new report from Fortune, investors played
a significant part in driving up home prices over the past two years.

Nationwide, investors bought 28% of the single-family homes in

the first quarter of 2022. That number jumped to more than 32% in
popular destinations such as Jacksonville, Florida (32.3%), Charlotte,
North Carolina (32.2%) and Atlanta, Georgia (33.1%)." Not surprisingly,
Florida, North Carolina and Georgia were also among the top 10 states
where home prices have increased the most.?

Percentage of single-family homes purchased by investors in Q1
2022, up from 16% between 2017 and 2019.3

The investors are as different as the properties they’re purchasing.
Individuals are adding properties to their portfolios with the
intention of setting them up as rental properties or Airbnb listings.
Others are buying fixer-uppers and flipping them. And then there
are the corporations, companies that are buying up wide swaths of
communities to sell for profit or keep as rentals.

Who are these corporate investors? They’re companies like
Blackstone Inc., a publicly traded alternative investment management
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company. Blackstone owns Invitation Homes, the largest owner of
single-family rental homes in the U.S.4

Internet-based real estate companies also fed the buying frenzy during
the pandemic. Known as “iBuyers,” firms like RedfinNow and Zillow
Offers made offers to homeowners around the country, then quickly
put the homes back on the market. (The strategy eventually blew up in
Zillow’s face, as their home-flipping business fell apart last year.)®

The investor rush into the housing market placed further strain on home
inventories, leading to a 37% jump in home prices since 2020.% For the
first time ever, median prices on existing homes topped $400,000 in
May 2022. Existing-home sales also fell 3.4% that same month.’

Does the drop in home sales foreshadow a cooling in housing prices?
Possibly, according to the National Association of Realtors®. In mid-
June, NAR Chief Economist Lawrence Yun said, “Home sales have
essentially returned to the levels seen in 2019 ... after two years of
gangbuster performance.”®

Rising mortgage rates will likely slow investors’ and homebuyers’
enthusiasm for purchasing new properties in the coming months.
“Further sales declines should be expected in the coming months
given housing affordability challenges from the sharp rise in mortgage
rates this year,” Yun said.

Current market conditions have left some investors wondering if we're
headed toward a replay of the 2009-10 bursting of the housing bubble.
Many economists say no because new federal rules have changed
mortgage lending. “It’s natural for people to ask themselves if we’'re in a
housing bubble,” said Selma Hepp, an economist with CorelLogic. “Our
index ... shows a very low probability or risk of decline.”®

Individual buyers and investors will continue to pay high prices for
homes through the remainder of 2022. However, with mortgage rates
nearing 6%'° and interest rates expected to rise even more in the
coming months, the higher cost of borrowing should slow sales. And
slower sales could result in stabilizing and potentially decreasing home
prices in the next few months.

Whether you’re looking to purchase a home for your family or get
into real estate investing, we recommend speaking with your financial
advisor before buying a property. He or she can help you determine
whether it’s the right move for you — and your portfolio.
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This content is provided for informational purposes. It is not intended to be used as the sole basis for financial
decisions, nor should it be construed as advice designed to meet the particular needs of an individual’s
situation. None of the information contained herein shall constitute an offer to sell or solicit any offer to buy

a security. Individuals are encouraged to consult with a qualified professional before making any decisions
about their personal situation. The information and opinions contained herein provided by third parties have
been obtained from sources believed to be reliable, but accuracy and completeness cannot be guaranteed

by AE Wealth Management. Neither AEWM nor the firm providing you with this report are affiliated with or
endorsed by the U.S. government or any governmental agency. Investing involves risk, including the potential
loss of principal. No investment strategy can guarantee a profit or protect against loss in periods of declining
values. AE Wealth Management, LLC ("AEWM?”) is an SEC Registered Investment Adviser (RIA) located in
Topeka, Kansas. Registration does not denote any level of skill or qualification. The advisory firm providing you
this report is an independent financial services firm and is not an affiliate company of AE Wealth Management,
LLC. AEWM works with a variety of independent advisors. Some of the advisors are Investment Adviser
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