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2024-2028 Housing Market Predictions: A Gradual
Thaw With Added Challenges

As mortgage rates slowly fall, more buyers and sellers will enter the market, but housing prices should stabilize.

By Patrick S. Duffy | ™ Edited by Dawn Bradbury, | ¥ Reviewed by Liisa Rajala | Jan. 23,2024, at 10:39 a.m.
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Over the next five years, although some trends accelerated by the COVID-19 pandemic will
continue to influence real estate and land use, other factors will also gain in importance. Among
those are an aging population, the rising costs of climate change, a more unstable world and the Enter your property address Get Estim
expansion of artificial intelligence into new corners of the economy. As a consequence, even if

the housing market gradually unfreezes as mortgage rates slowly decline from 2023's highs, the

hottest housing markets in 2028 may look a bit different from early 2024.

See your free home value estimate in less than two minute

This is based on data sourced from several authoritative sources, including the U.S. News
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Housing Market Index, an interactive platform providing a data-driven overview of the housing ’
market nationwide.

Key Findings:

e After falling to a 28-year low in 2023, existing home sales will gradually rebound as mortgage rates
decline.

e With home prices holding onto their gains due to lack of supply, true price discovery will occur as
lending rates fall and more homes are listed for sale.

e Sales of newly built homes will hold their elevated market share due to builders' ability to buy down
mortgage rates plus pent-up housing demand.

e Rents will stabilize due to added supply and more closely track inflation rates.
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»» Related: Should | Buy a House Now or Wait?

Sales Will Remain Low as the Housing Market Slowly Thaws

A year ago, the main challenge in predicting what the next five years would bring for the housing
market was a high level of uncertainty. Most economists were predicting a recession because the
chances of engineering a “soft landing” to avoid inflation while also avoiding rising
unemployment was deemed low. As it turns out, most economists were wrong about the reasons
for the inflation, and the U.S. economy has proven to be more resilient than expected. The main
questions now are how long it will take to bring inflation back to 2.0% as well as for mortgage
rates to fall enough to spur more home sales.

According to the Fed’'s most recent economic projections from December, economists don’t see
inflation subsiding to 2.0% on a consistent basis until 2026, which could mean higher but

https://realestate.usnews.com/real-estate/housing-market-index/articles/housing-market-predictions-for-the-next-5-years Page 2 of 16


https://realestate.usnews.com/housing-market-index/interface
https://realestate.usnews.com/real-estate/articles/should-i-buy-a-house-now-or-wait-until-2024
https://www.usnews.com/news/economy/articles/2024-01-16/economists-are-feeling-more-optimistic-will-consumers-follow-suit
https://www.usnews.com/news/economy/articles/2024-01-17/fed-finds-economy-holding-stable-price-pressures-easing
https://www.amazon.com/dp/B0BWNYF687?aref=BbTPrYWw7O&aaxitk=229cbfbcda1ff96b10b69d0f4fdfc42c&language=en_US&tag=ss-us-20&smid=ATVPDKIKX0DER&ref=dacx_dp_583058771873689212_589404803550037442
https://www.amazon.com/dp/B0BWNYF687?aref=BbTPrYWw7O&aaxitk=229cbfbcda1ff96b10b69d0f4fdfc42c&language=en_US&tag=ss-us-20&smid=ATVPDKIKX0DER&ref=dacx_dp_583058771873689212_589404803550037442&language=en_US
https://www.amazon.com/stores/page/D6AEC0A9-941F-4A14-B31A-B0E37DCD8701?aref=%5B%5BCS_MADS_TOKEN%5D%5D&aaxitk=a2f8eabb89c32b51016f2d5b7f5882d3&ref=AAP_580880713816507757&tag=ss-us-20

2024-2028 Housing Market Predictions: A Gradual Thaw With Added Challenges | U.S. News Housing Market Index | U.S. News 4/24/24, 9:26 PM

declining short-term interest rates for the next two years. However, inflation could still be falling
steadily between now and then, meaning lower mortgage rates probably will drop more or less in
tandem. But with nearly 90% of homeowners with mortgage rates under 6%, they’ll have to fall
well below that level to prompt sellers who can afford to wait.

Price to Income e Rent to Income e Interest Rates e
0.35 mmz 0.36 e 7.62% mrm

2020 2022 2024 2020 2022 2024 2020 2022 2024

@A U.S. NEWS

True Home Price Discovery Will Be Delayed

As with any other financial asset, the sale price of a home cannot be determined until buyers and
sellers agree on a price based on market conditions and the availability of financing. This process
is known as price discovery.

But when a healthy marketplace such as housing locks up due to lack of supply or affordable
financing, that discovery is frozen in place until more transactions can occur. Although a few
sales can happen, their prices might be skewed due to unique factors such as desperate sellers
in financial trouble or stressed-out buyers putting in offers without personally inspecting the
properties. True price discovery requires rational buyers and sellers as well as plentiful
competition.

In the case of the housing market, a key reason that home values have held up better than
expected has been the “lock-in effect” of homeowners sitting on the lowest mortgage rates in a
generation. While a certain share of owners have no choice but to sell their homes due to divorce,
death, debt, growing families, job changes and other reasons, most are waiting for mortgage
rates to drop before even considering their next move.

The somewhat artificially low level of inventory for sale over the last two years has helped prop
up home values even in the face of higher mortgage rates. As of October, the national S&P
CorelLogic Case-Shiller Index — the leading measure of U.S. home prices — reached all-time highs
after rising 4.8% year-over-year.

If and when the traditional fixed-rate, 30-year mortgage rate falls below 6% and especially 5%,
more inventory released into the marketplace will mean more competition among sellers,
ushering in improving price discovery. As inventory returns to healthier levels (such as a supply of
6.0 months versus today's 3.2 months based on sales rates), look for home values to adjust
accordingly based on the usual inputs of location, size, age and curb appeal.
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Population Changes Return to Pre-Pandemic Trends

According to new Vintage 2023 population estimates released by the U.S. Census Bureau, with
the COVID-19 pandemic heading into the rearview mirror, regional changes in population are
returning to the trends noted prior to 2020. These changes include fewer deaths and the South
dominating this growth.

Throughout the year, the nation gained more than 1.6 million people, and more states
experienced population growth in 2023 than they did since the start of 2000. While the South did
account for almost 90% of the annual increase (located mostly in Texas and Florida), the West
made up most of the balance, with slight increases in the Midwest and a small decline in the
Northeast.
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Foreign Affairs Could Impact Large Purchases

At the recent World Economic Forum in Davos, Switzerland, four primary concerns competed for
center stage at the 54th annual gathering of government and business leaders: the rise of Al, the
potential impacts from climate change, crucial elections across the globe and an increasingly
unstable world characterized by hotspots in Eastern Europe, the Middle East and Asia. Some
believe that geopolitics hasn’t been this big of an economic threat since the Cold War.

These concerns are relevant because with today’s 24/7 news cycle and current consumer
sentiment highly sensitive to inflation rates and personal incomes, reading or hearing about jobs
impacted by Al, communities hurt by climate change or parts of the world descending into chaos
could prevent some buyers from making that leap to purchase what could be the most important
investment of their lives.

Alternatively, if Al is viewed as a net benefit leading to increasing productivity and wages; if the
world learns to adapt and prepare for a warmer environment; if elections are fair and if local
skirmishes in and between countries are contained, then consumer sentiment could continue to
improve even more.

Hybrid Work Schedules Are Likely Here to Stay

Despite some of the best efforts from many of the country’s CEOs to get their workers back into
company offices four to five days per week, it seems that hybrid work schedules including two to
three days per week of remote work are here to stay.

Kastle System’s “Employee Back to Work Barometer” for the country’s 10 largest cities in the first
half of January showed just under half of these spaces being occupied based on the digital
tracking of employees entering offices and businesses. While clearly an improvement from the
15% rate estimated in mid-March 2020, it's still about half of prepandemic levels.

https://realestate.usnews.com/real-estate/housing-market-index/articles/housing-market-predictions-for-the-next-5-years

4/24/24, 9:26 PM

Page 6 of 16



2024-2028 Housing Market Predictions: A Gradual Thaw With Added Challenges | U.S. News Housing Market Index | U.S. News 4/24/24, 9:26 PM

According to professor Stijn Van Nieuwerburgh of Columbia Business School, not only has the
value of office buildings plummeted by as much as 40%, but there’s the added risk of contagion to
multiple banks that typically offer financing to commercial property owners. For housing
developers and homebuyers, while some offices sold at fire-sale prices could be converted into
housing, not only is it difficult to do but nearly impossible to offer at affordable prices without
significant government incentives.

For those urban areas unable to adapt to a hybrid work world with less need for office space, a
decline in property tax revenues could mean dramatic cuts to city services and a decline in the
quality of life. When people start to flee deteriorating cities, that can result in a self-perpetuating
“doom loop” similar to the hollowing out of Rust Belt cities as manufacturing jobs in the U.S.
increasingly were sent overseas. Van Nieuwerburgh says that the 10 largest cities in the U.S. have
lost about 2 million residents in the last three years. Whether they return is up to the creativity
and adaptability of those cities.

Higher Costs for Owning Cars Could Impact Suburbs

It's one thing to buy a home in the suburbs, counting on the costs of owning or leasing a car
remaining fairly stable. Since 2020, however, besides new car prices rising by 30% to nearly
$48,000, used car prices have jumped by 38% to $27,000. In the last year alone, auto insurance
has risen by 20% due to more damage from weather events, more technologically advanced cars
(especially electric vehicles) and inflation.

Add to those factors a potentially volatile oil market due to continuing unrest in the Middle East,
and the total cost of owning a car is likely to rival many homeowner’'s mortgages. If some car
owners ignore the advice to spend no more than 10% of their income on car-related expenses,
that could mean less money available for their housing options. However, it could also mean a
return to urban areas with robust public transit systems and ride sharing options in which car
ownership is no longer necessary.

The Costs of Climate Change Impacts Will Rise

For the last few months, it's been almost impossible to avoid reading or hearing another story
about the continuing impacts of climate change. That’s due not only to annual reviews of climate-
related changes and costs by scientists, governments and the United Nations, but also monthly
news updates of just how hot 2023 was versus pre-industrial times.

The year included not just the hottest single day on record (July 6) and the hottest ever month
(July), but also the hottest August through November and probably the hottest December. It
included a day, Nov. 17, when global temperatures, for the first time ever, reached 2.0 degrees
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Celsius above pre-industrial levels. While part of this jump was due to a strong El Nino in effect,
temperatures are still predicted to continue rising unless fossil fuel emissions are severely
curtailed.

If the world is unable to keep rising temperatures well below the 2.0 degree Celsius upper limit
agreed to at the 2015 Paris Agreement (and preferably below 1.5 degrees), adaptation will
become crucial. Whether in the form of rising seas, stronger storms, larger wildfires, stubborn
droughts and pests including termites migrating northward, homeowners and other real estate
investors will have to plan for higher insurance and building costs.

»» Related: How Climate Change Could Impact Your Home Value

Al Will Force People to Adapt Faster Than They Predict

Sam Altman, CEO of OpenAl and a star attraction at the recent World Economic Forum, warns
that while societies will ultimately adjust to the gradual improvements Al will provide in their lives,
the speed of these adaptations may take them by surprise.

According to an analysis by the International Monetary Fund, 40% of global jobs will likely be
exposed to Al. Whereas automation and improving information technology have mostly impacted
more routine tasks, Al expands this footprint into more high-skilled jobs. For residential real
estate, Al is already being tapped to help match buyers with the most appropriate mortgage
products and homes. Still, agents are better able to predict which homes are likely to be come up
for sale, in order to offer their services, and suggest a more accurate sales price.

As Al continues to improve, more advanced economies like the U.S. face even greater risks and
opportunities, which could impact 60% of jobs. Of this share, about half will leverage Al to
enhance productivity, but for the other half Al will gradually take away some of their tasks — and
in some cases their jobs.

As with climate change, the ways in which cities, states and regions adapt to the roll-out of Al will
determine how resilient they are in the face of constant change. Given that Altman has said Al
will certainly anoint both winners and losers, real estate investors would be wise to consider its
role in their relevant labor markets in the years ahead.

Other Trends to Watch

With so many real estate and land use trends to watch throughout the 2020s, here are some
other issues coming into the spotlight in the months ahead:

Total Cost of Ownership Will Become a Key Metric
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Besides purchase prices and mortgage rates, other costs including property taxes, HOA fees,
maintenance costs, adapting to a changing climate and especially higher insurance premiums
will become a more popular barometer of total costs than just principal and interest payments
alone.

More Buyers will Join with Friends and Family Members to Purchase Homes

Intergenerational households, grown children “boomeranging” home and families created from
friendships will increasingly pool multiple income sources to purchase homes and avoid the
uncertainty of housing costs as renters.

There Will be Changes in the Ways Homes are Built

Al is likely to usher in a multitude of new homebuilding production methods that have struggled
to gain traction. Whether it'll be through the use of 3D printing, using more factory-built structural
components or leveraging software to minimize the waste of materials, look for Al to help boost
building quality while also speeding up construction timelines.

The National Housing Shortage Will Last Through the End of the 2020s

With the estimated pent-up demand for housing ranging from 1.5 million to 3.9 million homes,
even if the nation’s builders are willing to produce the supply, it still takes time to find suitable
land, skilled labor and materials. While the National Association of Home Builders expects this
pent-up demand to be supplied between 2025 and 2030, unless there’s a consistently higher rate
of legal immigration above the pandemic years, changing demographics by 2030 will result in
lower demand for new housing.

»» READ: Guide to Average Home Maintenance Costs.

5-year National Housing Market Predictions for 2024-2028

Here is a summary for year-end 2023 and some predictions for the housing market between 2024
and 2028. Although a recession is no longer forecasted, economic growth is expected to decline
sharply from the robust rate of 4.8% in the third quarter of 2023. However, should the country
enter a recession, these predictions would change accordingly.

Housing Market Summary and Predictions

catecory 2022 20z o0 CF 02 2025, | 2020 oz,
SUMMARY FORECAST 2023 PREDICTION 2024 PREDICTION 2028
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NAR Year-End
Median Existing
Home Sales
Price (Ths)

$386 $383 -0.8% $390 1.8% $438 14.4%

Redfin Year-End
Median Existing
Home Sales
Price (Ths)

$388 $405 4.4% $408 0.7% $458 13.1%

Median Year-End
New Home Sales  $458 $434 -5.2% $446 2.8% $495 14.1%
Price (Ths)

Existing Home

5,030 4,090 -18.7% 4,710 15.2% 6,000 46.7%
Sales (Ths)

New Single-
Family Home 637 678 6.4% 714 5.3% 750 10.6%
Sales (Ths)

Year-End Home

1,916 1,978 3.2% $2,000 1.1% 2,160 9.2%
Median Rents § s $

Single-Family
Home Median $2,055 $2,146 4.4% $2,175 1.4% $2,380 10.9%
Rents

Multi-Family
Home Median $1,792 $1,840 2.7% $1,820 -1.1% $1,970 71%
Rents

30-Year Fixed- . i .
154 Basis -48 Basis - 188 Basis
Rate Mortgage 5.34% 6.88% R 6.40% A 5.00% .
Points Points Points
Rate (Avg.)

Home Prices: After falling 0.8% year-over-year through December 2023, home prices tracked by
the National Association of Realtors are forecast to rebound by 1.8% to $390,000 by year-end
2024. By 2025 through 2028, given the large run-up from 2021 through 2023, home prices are
predicted to rise more gradually at about a percentage point above the rate of inflation, for an
estimated increase of 13% to 14% from 2023 levels.

Home Sales: After falling sharply in 2023 to the lowest level since 1995, existing home sales are
predicted to jump sharply in 2024 and 2025 as mortgage rates fall and build on those gains
through 2028. Sales of new homes, which continued to rise in 2023 due to builders’ ability to buy
down mortgage rates to boost affordability, will expand on those gains.
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Home Rents: After rising sharply in 2021 and 2022, home rents continued to rise in 2023 at a
much slower pace. For 2024, rents are predicted to remain stable and rise slightly for single-
family homes. However, given ample new supply of multifamily units, apartment rents are
predicted to fall slightly while also offering concessions such as a free month to tenants if they
sign a lease. By 2028, rents for single-family homes will rise faster than for multifamily
residences, due both to the growing popularity of Build-to-Rent homes as well as the excess
supply of apartments taking more time to absorb.

Mortgage Rates: Rates for 30-year fixed mortgage rates are predicted to gradually fall over the
forecast period but are unlikely to fall under 5.0% due to rising government debt in the U.S. and
around the world crowding out the availability of financing.

The Housing Impact of a Silver Tsunami

Over the next decade, millions of homes could hit the market thanks to
aging baby boomers.

Aly J. Yale Jan. 9, 2024

Compare Top Mortgage Lenders

Advertiser Disclosure
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4.7 %

MIN. DOWN PAYMENT 3%

MIN. CREDIT SCORE 580

nb!(c

ank

NBKC Bank
4.8 %

MIN. DOWN PAYMENT 3%

MIN. CREDIT SCORE 620

ROCKET Mortgage
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YOU MAY ALSO LIKE

Garages Make Ideal Gyms, Offices

It may be time to turn that car storage space into a gym, hangout area
or home office.

Karen Dybis April 24, 2024

Why Your Contractor Needs to be
Licensed

Is your contactor insured, licensed and bonded? You'd better hope so.

Geoff Williams April 23, 2024

How to Create an Eco-Friendly Lawn

An eco-friendly yard doesn't have to be overrun by weeds and pests.
There are ways to keep them both in check.

Geoff Williams April 22, 2024
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Tips for Buying a Home Together

Agreeing on a house can be tough, but today's reality is that you're
more likely to buy with a co-buyer than without one.

Kristi Waterworth April 19, 2024

How to Win a Bidding War on a House

Use these tips to come out on top in a real estate bidding war.

Maryalene LaPonsie April 19,2024

Posh Outdoor Kitchens Are In

Embrace alfresco living by incorporating the latest outdoor kitchen
designs and appliances.

Karen Dybis April 18,2024

Is it a Buyer's or a Seller's Market?

While the national market favors sellers, some local areas could favor
buyers.

Patrick S. Duffy April 18,2024 ‘ 'f‘
R

ISt

Prep Your House for Spring Homebuyers

Now that the snow has melted, homebuyers are on the hunt again.
Follow these tips to sell your house this spring.

Josephine Nesbit April 16,2024
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Outdoor Projects to Tackle in a Weekend

Got a weekend with no plans? Here are some projects you can take on
to spruce up your home's exterior.

Maurie Backman April 16, 2024

Best Places to Retire in California

Spend your retirement years enjoying Pacific Ocean sunsets and
ancient forests, if you can cope with the exorbitant housing costs.

Josephine Nesbit April 15,2024

How to Decide Where to Live

Deciding where to live can be tricky, but our Best Places to Live
rankings can help.

Kristi Waterworth April 12,2024

Preparing Your Home for Thunderstorms

If you have the resources, there is a lot you can do to prepare your
home for lightning, thunder, wind and rain.

Geoff Williams April 11, 2024

Mold May Be Lurking in Your Home

Mold doesn't always rack up medical bills, but it will wreak havoc when
you put your home on the market.

Liz Brumer-Smith April 11,2024
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What Is House Hacking?

House hacking involves finding creative ways to make money from
your home, but it's not always easy to pull off.

Geoff Williams April 10, 2024

The Best TikTok Cleaning Hacks

#Cleantoks have revolutionized home cleaning, but not all hacks work.
Here are six expert-tested tips for a spring cleaning reset.

Liz Brumer-Smith April 9, 2024

11 Home Updates That Are Worth the
Money

With a few tweaks to your home, you can save money and get more
back when it comes time to sell.

Kristi Waterworth and Devon Thorsby April 9, 2024

The Art of Home Staging

The buyer could be anyone. Staging is about more than defining a
space with the appropriate furniture arrangements.

Jeremy Kamm April 8, 2024

Are Home Improvements Tax Deductible?

By making these home improvements, homeowners can potentially get
tax breaks when they sell their home.

Josephine Nesbit April 5, 2024
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Why You Should Sell Your Home in 2024

Wondering if you should sell your house now or wait? The answer is:

maybe.

Kristi Waterworth April 4, 2024

5 Reasons to Get a Presale Inspection

Ready to list your home? A presale home inspection can identify fixes

that may help your sale price.

Kristi Waterworth April 3, 2024
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