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Agenda: Understanding the Current Housing Market
* Market Indicators

+ Demand: Migration, Incomes, Interest Rates

« Supply: Rate Lock, Construction Costs, Permits

» Conclusions

Answering big social and policy questions around housing
starts with understanding the market.
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Post-2020 Acceleration in Home Prices Was Widespread
All Transactions House Price Index, 2014=100
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Zillow Rent Index For Covered Montana Areas and the U.S.
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1-Year Change in Zillow Rent Index (Dec24-Dec23)
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Crver the sarme period, Apartrment List index repons statewide rents + 0.3%, but Gallatin County -4.7%.
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Lewis & Clark County Market Statistics for Single
Family Homes

Annual Sales Average DOM  Median Sale Price
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Cascade County Market Statistics for Single
Family Homes
Annual Sales Average DOM  Median Sale Price
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Missoula County Market Statistics for Single
Family Homes

Annual Sales Average DOM  Median Sale Price
150 S600,000
1,600 55562500 $550,000
1,195 120
1,200 . 1 054 $500,000
800 %0
$400,000
400 o
o 30 $300,000
18 19 20 24 2'3 24 18 189 20 21 22 23 24

il ML

Sﬂ MONTANA ECONOMIC

DUTLOOK SEMINAR

Ravalli County Market Statistics for Single
Family Homes
Annual Sales Average DOM  Median Sale Price
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Yellowstone County Market Statistics for Single Family

Homes
Annual Sales Median DOM  Median Sale Price
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Gallatin County Market Statistics for Single Family Homes
Annual Sales Median DOM  Median Sale Price
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Annual Sales Median DOM  Median Sale Price
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Silver Bow County Market Statistics for Single
Family Homes
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Flathead County Market Statistics for Single
Family Homes
Annual Sales Average DOM  Median Sale Price
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Some signs of housing demand shifting to

lower-cost markets in Montana

Zillow Rental Engagement Score
Page Views per property (Realtor.com)  (rental ssarch indes, 12 month change)
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Since peak of pandemic-surge & interest rate increase, more affordable, *botiom
tier” properties have appreciated more in Montana
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Has state-to-state migration returned to normal?
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Ratio of Median Home Price to Median
Income, 2024 (Montana 3 highest)
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Ratio of Home Price to Median Household Income
02

Share “rent-burdened” (>30% of income)
Montana (46.6%) is below U.S. rate (49.7%)
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Increase in Mortgage Rates Has Frozen Housing Markets
Interest Rates on Conventional, 30-year Fixed Rate Residential Mortgages, Percent
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Estimating Mortgage
Lock Impact
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Mew economic research
estimates a 3% rate gap !
(existing mortgage IR -
compared to current ) . '
mortgage rates), makes

a homeowner 30% less

likely to move,

Lieberman and Rothstein, NBER

working paper 32781)

Fully unlocking the market would
likely requine rates below
5.5%
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Construction Material Prices Have Decreased
Since 2022, But Still 35% Above 2020 Levels
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Cascade County Housing Starts

Multi-family units
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Missoula County Housing Starts

Multi-tggnily units
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Yellowstone County Housing Starts
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Ravalli County Housing Starts
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Gallatin County Housing Starts Multi-family units
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Silver Bow County Housing Starts
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Flathead County Housing Starts
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Some conclusions

* Prices moderating, but it doesn't look like a price bubble
— Underbuilding + steep increase in construction costs
- Solid lending standards, low borrower-distress
+ In-Migration is back to normal, could decrease further
— Within state shifts occurring
» For-rent and for-sale market disconnect
— Multi-family building surge hitting the market
- Affordability issues are most acute in the for-sale market
« Mortgage rates will stay stubbornly high
— Will not decrease enough to unlock the market in 2025
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