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U.S. Economic, Housing and Mortgage 
Market Outlook 

Recent developments

U.S. economy: The first estimate of Q2 U.S. economic growth released by the Bureau of Economic  
Analysis (BEA) in July showed GDP grew at an annualized rate of 2.8%, up from a 1.4% annualized rate in  
Q1 2024. This growth was led by consumption spending, private inventory buildup and non-residential 
investment. Consumption spending accelerated to 2.3% annualized growth in Q2 from the 1.5% in Q1 2024,  
with the contribution of this component to GDP growth increasing to 1.6 percentage points in Q2 2024 from  
0.9 percentage points in Q1 2024. Changes in private inventory contributed 0.82 percentage points to  
Q2 2024 growth. One possible explanation for the increase in inventories could be that retailers are increasing 
inventory for holiday orders much earlier to insure against future shipping disruptions that have occurred  
since the pandemic. 

Non-residential investment increased 5.2% on an annualized basis, the strongest growth in a year,  
indicating that business investment remains robust. In contrast, residential investment came in negative, 
marking the first decline after three quarters of consecutive growth. Another key metric, final sales to  
private domestic purchasers, which measures U.S. residents’ spending, removing inventories and exports  
but adding imports, rose 2.6% in Q2, following a 2.4% increase in Q1 2024.

The latest employment report from the Bureau of Labor Statistics (BLS) points to a softer labor market.  
July’s total nonfarm payroll gains were 114,000 while total employment gains for May and June were  
revised down by 29,000 (2,000 for May and 27,000 for June). However, the three-month moving average  
of job gains remains strong at 170,000. The unemployment rate ticked up further to 4.3% and remains  
at its highest since November 2021. The labor force participation rate ticked up to 62.7% in June from  
62.5% in May with the prime age participation at 84%. Average hourly earnings rose 3.6% year-over-year.  
This is less than last month but is still above the pre-pandemic (2016-2019) average of 2.9%. Along with that,  
the employment cost index rose less than expected as inflation continued to ease. The year-over-year gains  
in total compensation costs grew at the slowest pace since 2022.

U.S. ECONOMY

The U.S. economy continues to  
remain strong as shown in Q2 2024  
GDP growth, but some signs of cooling  
have emerged in the labor market. 
 

HOUSING & MORTGAGE MARKET 

Despite mortgage rates being almost  
50 basis points lower than they were at  
the beginning of May, housing demand 
remains weak as reflected in lower home 
sales. Homebuyers continue to pause as  
they wait for rates to decline even further. 

SPOTLIGHT: REFINANCE TRENDS

Quarterly refinance volume in Q2 2024 
was $62 billion, the lowest since Q3 1996. 
Refinance volume in the first half of 2024 
($147 billion) was the weakest since the  
first half of 1995.  MORE 
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Job openings moderated slightly in June to 8.18 million from 8.23 million in May, remaining at the lowest  
level since March 2021. The job openings to unemployed ratio for June was 1.2, the lowest level since  
June 2021 and closer to the 2019 average. The quits rate was 2.1% for June with the number of quits at  
the lowest level since November 2020. The number of hires at 5.3 million was the lowest since April 2017;  
the hires rate is at its lowest level since February 2014, if we ignore the pandemic recession.

Inflation has been moderating towards the Fed target. The Federal Reserve’s preferred inflation gauge,  
the core Personal Consumption Expenditure (PCE) Price Index, which strips out volatile food and  
energy prices, rose 0.2% month-over-month and was up 2.6% year-over-year in June 2024.1  Prices for  
goods decreased 0.2% month-over-month offsetting the increases in prices for services. Energy prices 
continued to decline. The Consumer Price Index (CPI) for June was favorable with a 0.1% decline in the  
headline price level month-over-month and a year-over-year growth of 3.0%.2 The monthly CPI decline  
was the first since the pandemic (May 2020) and the year-over-year change in CPI was the lowest since  
March 2021. Core CPI came in at 0.1% month-over-month and 3.3% year over year in June. Monthly gains  
in shelter inflation were at the lowest level since August 2021, both for the rent of primary residence and  
the owner equivalent rent. Despite coming in at the lowest level since August 2021, the year-over-year  
increase in shelter accounted for nearly 70% of the total increase in core CPI.

Overall, the U.S. economy remains strong. Strong growth for Q2 2024 was led by consumption  
spending by higher income consumers, who have seen an increase in wealth due to the rise in returns 
from financial assets as well as home equity.3  However, the labor market has been cooling with a  
slowdown in job growth. Moderating inflationary pressures are paving the way for the Federal Reserve  
to start cutting rates soon.

U.S. housing and mortgage market: The housing market continues to reel under the impact of high  
mortgage rates. Total (existing + new) home sales for June came in at 4.5 million, the lowest level since  
July 2011. Both existing and new home sales declined in June. Existing home sales were at 3.89 million 
(seasonally adjusted annual rate) in June, declining 5.4% month-over-month and down 5.4% year-over-year.4  
New home sales were at 617,000 in June, down 0.6% month-over-month and down 7.4% year-over-year.5  
Both existing and new home inventory improved in June but remains below the pre-pandemic average.6  
While inventory of existing homes picked up 23% year-over-year to 1.32 million units, the number of  
homes available for sale remains well below the pre-pandemic average of 1.8 million units. With respect  
to the new home inventory, while inventory of new homes remains at the highest level since January  
2008, almost 3/5th of the homes for sale are under construction with only around 1/5th completed.  
The remaining 1/5th are those for which construction has not started. Months’ supply of existing homes  
also picked up to 4.1 months. This is the first time that supply has been above 4 months since October 2020. 

Homebuilder confidence fell further to 42 in June from 43 a month earlier, according to the National 
Association of Home Builders’ Housing Market Index. The decline is below the threshold of 50,  
indicating poor building conditions over the next six months. Higher mortgage rates continue to  
dampen builder sentiment.7 Housing construction saw an uptick in June with new residential construction  
up 3% month-over-month to 1.35 million units, even as starts were 4% lower than the level seen last June. 
Single-family starts declined 2% month-over-month, while multifamily starts increased by 10%. 

1	 BEA
2	 BLS
3	 Bank of American Consumer Checkpoint - July 2024
4	 National Association of Realtors
5	 U.S. Census Bureau
6	 Pre-pandemic average is considered to be the period from 2016-19.
7	 National Association of Home Builders (https://www.nahb.org)

https://institute.bankofamerica.com/content/dam/economic-insights/consumer-checkpoint-july-2024.pdf
https://www.nahb.org
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House prices, as measured by the Freddie Mac House Price Index (FMHPI) rose 0.2% in June and were up  
5.2% over the year. Overall, since December 2019, house prices grew by almost 50% in nominal terms. 
However, the inflation-adjusted (real) house price growth since 2019 has been more moderate than what  
the nominal rates suggest. Additionally, price dynamics have evolved distinctly since 2019 for different  
markets nationwide. For example, zoom towns (communities that experienced a significant population  
increase during the pandemic due to an influx of remote workers) saw significant house price appreciation  
right after the pandemic started, but since then, have had appreciation abate and even turn negative in some 
metros. One way to gauge house price growth since the pandemic would be to calculate the compound  
annual growth rate, which measures what the annual growth rate would need to be for inflation-adjusted  
house prices to grow from their 2019 levels to where they are now. By looking at the real compound  
annual growth rate, we can smooth out the volatility house prices have experienced since 2020 while also  
adjusting for the high inflation. 

Exhibit 1 maps out the inflation-adjusted compound annual growth rate by metros. At the national level, 
the real average growth rate has been at around 5% annually since December 2019. Even after adjusting for 
inflation, metros in the Southeast and Northeast have experienced relatively more robust growth than other 
regions. Specifically, markets in Florida and Tennessee have seen strong average real growth as these states 
witnessed higher in-migration due to the warmer weather and more affordable housing supply. Conversely, 
Southeast Texas, the Permian Basin, Louisiana, and Northern California metros have seen softer inflation-
adjusted house price growth.

E X H I BI T  1

Real Freddie Mac House Price Index home price appreciation by metro (December 2019 - June 2024) 

Compound annual growth rate; deflated using CPI, less shelter; top 10 and bottom 10 markets highlighted 

Source: Freddie Mac
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The rate on 30-year fixed-rate mortgage averaged 6.85% in July, as measured by Freddie Mac’s Primary Mortgage 
Market Survey® and ended the month at 6.78%. Despite the rate drop from 6.92% in June to 6.85% in July, 
mortgage activity remained muted. Per the Mortgage Bankers Association (MBA) Weekly Application Survey, 
mortgage activity decreased over the month as homebuyers have yet to respond to these lower rates. Sometimes 
as rates decline, demand weakens, and the apparent paradox is driven by buyers hoping rates will not fall further 
before they decide to purchase. Overall mortgage activity was down 2.6% month-over-month and was up 0.2% 
year-over-year at the end of July. Refinance activity during the last week of July was up 4.9% compared to the same 
week a month earlier, while purchase applications were down 7.1% month-over-month at the end of July. 

Higher mortgage rates and low affordability impacted the homeownership rate in Q2 2024. The homeownership 
rate was slightly lower at 65.6% in Q2 2024 compared to the rate observed in Q2 2023 of 65.9%, as per the 
Q2 2024 Residential Vacancies and Homeownership Report by the U.S. Census Bureau. Between Q2 2023 and 
Q2 2024, the total number of housing units rose from 145.1 million to 146.6 million, an increase of 1.6 million 
units. Occupied units increased by 1.4 million while vacant units rose by 0.2 million. Most notably, the increase 
in occupied housing units was primarily driven by renter-occupied units which increased by 0.8 million units 
(1.9%) from 44.3 million in Q2 2023 to 45.2 million in Q2 2024. On the other hand, owner occupied units 
increased only 0.5 million units (0.6%) from 85.7 million to 86.3 million. The homeowner vacancy rate ticked up 
from 0.8% in Q1 to 0.9% in Q2 2024 and was up from 0.7% in Q2 2023, while the renter vacancy rate remained 
unchanged from Q1 2024 at 6.6% but was up from 6.3% a year ago. 

Overall, despite rates being almost 50 basis points lower than they were at the beginning of May, and slowing 
in the rate of house price appreciation, housing demand remains weak as reflected in lower home sales and 
lower applications. Many potential homebuyers continue to pause due to poor affordability as they await 
further declines in rates.

Outlook 

The overall economy continues to grow, albeit at a slower pace than during the second half of last year. 
Under our baseline scenario, we expect the slower growth to persist as the labor market weakens further this 
year and next. With the backdrop of favorable inflation data and a softening labor market, we anticipate the 
Federal Reserve to initiate rate cuts sooner rather than later. Our baseline scenario predicts a further cooling 
of inflation, but we expect inflation to remain above the Federal Reserve’s target rate of 2% in 2024 and 2025. 
The anticipation of an upcoming rate cut is already influencing the market, leading to downward pressure on 
mortgage rates. As a result, we forecast mortgage rates to gradually decline in the coming quarters. 

On the housing market, high mortgage rates and high home prices have led some prospective buyers to step 
back. However, with the expectation of mortgage rates cooling further, we anticipate a significant surge in 
demand mainly from the first-time homebuyers left at the margins. We also expect lower rates to loosen the 
rate lock-in effect to some extent, providing some boost to inventory — although it should be minimal, given 
the bulk of existing homeowners have locked-in rates below 6%. Despite some loosening, the tight inventory 
(due to a decade of under construction, further exacerbated by the rate lock-in effect) is still expected to limit 
home sales. We expect home sales to increase modestly the remainder of the year and 2025 while remaining 
below 6 million annually. Supported by solid demand, we expect upward pressure on home prices and 
forecast home prices to rise by 2.1% in 2024 and 0.6% in 2025. 

Our forecast for total mortgage origination is a modest volume increase in 2024 and 2025. This forecast is 
based on several factors including the expectation of modestly improved home sales and an increase in home 
prices, which should stimulate purchase originations. We expect refinance volumes to remain flat in 2024  
and improve slightly in 2025 as rates decline further in 2025.
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Overall, our outlook remains optimistic. While prospective homebuyers continue to face affordability 
challenges due to high home prices, homeowners are experiencing significant wealth gains which makes 
them less vulnerable to adverse economic events. Under our baseline scenario, we do not foresee the 
economy going into recession.

AUGUST 2024 SPOTLIGHT: 

Refinance originations trends through Q2 20248 

Higher mortgage rates since 2022 have dampened refinance activity. Given that the average mortgage 
rate on outstanding loans as of Q1 2024 was at 4.1% and mortgage rates at the end of Q2 2024 were at 
6.9%, homeowners have little incentive to refinance.9 However, homeowners may still choose to refinance 
for reasons other than to lower their mortgage rate, such as extracting equity through cash-out refinances, 
extending the loan term or refinancing to cancel private mortgage insurance payments. Exhibit 2 shows  
first-lien refinance originations since 1990 in inflation-adjusted 2023 dollars. The quarterly volume in Q2 2024  
at $62 billion is the lowest since Q3 1996 and the volume in the first half of 2024 ($147 billion) is the weakest 
since the first half of 1995.

E X H I BI T  2

U.S. single-family mortgage refinance originations (2023 U.S. dollars, billions) 

Sources: Freddie Mac Economic & Housing Research total market estimates, originations deflated by U.S. Bureau of Labor Statistics CPI-U all items.

8	 This refinance analysis is through to Q2 2024 and does not capture the recent declines in mortgage rates.
9	 NMBD Aggregate Statistics on Outstanding Mortgage Loans
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In the first half of 2024, around 85% of conventional refinance originations were cash-out refinances.  
This shift is largely due to higher rates, which have reduced the number of rate-and-term refinances and are 
pushing up the share of cash-out refinances, even as total refinance volumes remain low. Exhibit 3 shows the 
trends in conventional cash-out refinance activity over time. As of the first half of 2024, an average of $93,000 
was extracted as cash-out, accounting for 24% of the average total property value. However, the total equity 
cashed out was only around $25 billion dollars during the first half of 2024. For 2023, the total amount of 
cash-out refinance was $49 billion, down from $144 billion in 2022, and well below the $485 billion that was 
extracted in 2006. Given the rise in home equity, the total equity cash-out remains low at around 0.04% as of 
Q2 2024. Cash-out equity has remained at this level for a year and a half (Exhibit 4, following page).

E X H I BI T  3

Trends for conventional prime refinances 

Year of 
refinance

(1)  
Cash-out refinance  

incidence (share of refinances 
that are cash-out* based  

on loan count)

(2)  
Average dollars of equity 

cashed out conditional  
on cash-out refinance  

(in 2023 dollars)

(3)  
Average equity  

cashed out as a percent of 
property value conditioned  

on cash-out refinance

(4) 
Total home equity  

cashed out (in 2023  
dollars, billions)

1998 48.6% $54,000 17.4% $75

1999 56.8% $60,000 19.2% $68

2000 79.5% $78,000 25.4% $46

2001 56.2% $63,000 17.9% $143

2002 50.1% $59,000 15.9% $188

2003 36.6% $54,000 14.2% $245

2004 45.9% $66,000 16.9% $231

2005 72.4% $82,000 19.1% $410

2006 86.7% $98,000 22.4% $485

2007 83.1% $96,000 22.2% $352

2008 62.4% $84,000 19.8% $135

2009 35.6% $69,000 16.3% $104

2010 19.3% $69,000 17.3% $47

2011 16.8% $67,000 17.2% $37

2012 14.3% $56,000 15.0% $39

2013 15.2% $61,000 16.1% $38

2014 24.1% $69,000 18.2% $32

2015 34.5% $67,000 16.5% $55

2016 41.6% $69,000 16.2% $77

2017 57.6% $71,000 17.8% $88

2018 76.6% $76,000 19.5% $105

2019 52.4% $74,000 17.7% $129

2020 35.7% $66,000 14.0% $180

2021 50.5% $69,000 14.4% $271

2022 83.2% $80,000 18.6% $144

2023 89.2% $94,000 24.2% $49

2024H1 84.8% $93,000 24.0% $25

* Cash-out refinance is here defined as a refinance loan that involves a 5% or more increase in the UPB of the new loan relative to the outstanding UPB of the refinanced loan.  

	 In other contexts, Freddie Mac uses an alternative definition of cash-out.	

	 For (1), (2), (3), data is based on Freddie Mac matched refinance transactions.

	 For (4), Freddie Mac estimate in 2023 dollars of equity cashed-out through the refinancing of prime, first-lien conventional mortgages. We do not estimate how much  

	 equity is taken out through the refinance of FHA or VA loans or through refinance loans originated in the subprime market.
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E X H I BI T  4

Home equity cashed-out as a share of total home equity 

Source: Freddie Mac Q22024 Refinance Statistics; Federal Reserve Board’s Financial Accounts of the United States, Table B. 101; Moody’s Analytics July 2024 Base Forecast  

(Balance Sheet of Households and Nonprofit Organizations: Net Worth - Real Estate, Bil. USD, SA). Data as of June 30, 2024.

Exhibit 5 (following page) shows borrowers’ loan term choices from Q1 1994 through Q2 2024.  
In the last year and a half, there has been a noticeable shift in borrowers’ preferences. Fewer borrowers  
are choosing to refinance into a shorter-term mortgage with many borrowers now opting to refinance into  
the same term mortgage or increase their term to lower their monthly payments. Among the borrowers  
who refinanced in the first two quarters of 2024, 8% reduced their loan term, a slight increase from the 
historical low of just 5% during Q4 2023. In terms of mortgage rates, borrowers who refinanced in 2023  
and early 2024 saw an increase of 2.4 and 1.9 percentage points, respectively.
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E X H I BI T  5

Share of borrowers who refinanced into a shorter term was at a historic low of 5% in Q4 2023 

Source: Freddie Mac Economic & Housing Research

Refinance volumes remain low for now due to high mortgage rates but the anticipated Fed rate cuts in  
the second half of the year should ease mortgage rates in the second half of 2024 and further into 2025.  
This easing of mortgage rates should help boost refinance volumes in 2025 after remaining fairly flat in 2024. 
While rates have been a barrier to refinances, record high home equity, which was at around $33 trillion as  
of Q1 2024, should continue to support cash-out refinances.
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