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aniie ae Economic Developments-October 2024
Economic Growth Forecast Upgraded Due to Improved

Consumption Outlook

Stronger-than-expected job gains in the August employment report and sizable upward revisions to personal income
data paint a picture of a more sustainable consumer spending trend going forward than had been thought just a
month ago. While we still anticipate a slowing in economic growth, we’ve made a meaningful upward revision to our
real Gross Domestic Product (GDP) outlook. We now forecast 2024 economic growth on a Q4/Q4 basis will be 2.3
percent (up from last month’s forecast of 2.0 percent) and 2025 growth will be 2.0 percent (up from 1.8 percent).

We have also modestly updated our quarterly home price outlook. Historical revisions to the Fannie Mae Home Price
Index (FNM-HPI) point to modestly slower price appreciation over the past year; however, our outlook going forward
has been revised upward. Taken together, and as measured by the FNM-HPI, we project home prices to rise 5.8
percent in 2024 (previously 6.1 percent) on a Q4/Q4 basis and 3.6 percent in 2025 (previously 3.0 percent).

We upgraded slightly our outlook for total home sales, although rising mortgage rates in recent weeks (since the
completion of our interest rate forecast) present some downside risk to our forecast. We project total home sales will
be 4.77 million in 2024 and 5.24 million in 2025.

Lastly, we concluded our annual mortgage originations benchmarking exercise to incorporate the latest Home
Mortgage Disclosure Act (HMDA) data and have modestly upwardly revised our historical estimate for 2023 mortgage
originations by $33 billion. Our outlook for total mortgage originations for 2024 is now $1.67 trillion, essentially
unchanged from last month, while we project 2025 originations will be $2.14 trillion, down slightly from $2.16 trillion.
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Economic Forecast Table
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Growth Outlook Upgraded on Revisions to Income Data
We have upgraded our economic growth outlook for 2024 and 2025 in large part due to significant revisions to recent
personal income data as part of the Bureau of Economic Analysis’s (BEA) annual revision to the national accounts.
Pre-revision data had shown that, while personal

consumption expenditures continued to grow at a robust pace Revisions to personal income resultina

over the past year, disposable personal income growth lagged ~ 25% more sustainable personal saving rate
meaningfully behind. This had pushed the reported personal

saving rate down to 3.3 percent in the second quarter, nearly 20%

< ..
four percentage points below its 2019 level. We viewed this g :ELZR;:'VSZ;T:”
relationship as unsustainable and previously called for a %15%
retrenchment in consumption to a pace below the trend §
growth rate over the course of several quarters. However, % 10%
post-revision data now show the saving rate at 5.2 percent in §
Q2. While still somewhat below the pre-pandemic level, this * 5%
higher saving rate points to far less of a disconnect between
consumers’ income and spending trends. As such, we no 0%

longer believe that consumption growth will need to slow as 18 19 20 2z z = 2

much to bring this relationship into balance.
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Although we revised our growth forecast upward, we note that our outlook of 2.3 percent growth in 2024 and 2.0
percent growth in 2025 still represents a slowdown from the 3.2 percent GDP growth recorded in 2023. Further, the
long-term potential growth rate of the economy depends on several factors, including future productivity growth and
immigration flows, both of which at this point remain highly uncertain. Estimates of productivity growth in recent
quarters have been well above their pre-pandemic levels, though the disruptions to the economy around COVID may
still be causing reverberations to these measures following a period of weakness. Still, if strong productivity growth
can be sustained, the economy could operate at a higher potential growth rate than is implied in our forecast.
Similarly, recent estimates of immigration flows have been strong and have contributed positively to economic
growth and total job gains, but the path of future immigration flows is highly uncertain.

Economic and Labor Market Data Push Rates Higher after Brief Reprieve

Nonfarm payroll employment rose by 254,000 in September, Employment gains jump in September,

well above market expectations. Additionally, the prior two 1000 alleviating fears of labor market deterioration
months of data were revised upward by a combined 72,000 900 mChange in Total Nonfarm Employment
jobs, and the unemployment rate declined one-tenth to 4.2 800 —3-Month Moving Average

percent. Following fears that the labor market was slowing o

too quickly when unemployment hit 4.4 percent in July, the é :g

August and September labor reports have largely assuaged < 400

those concerns. Still, a broad range of labor market indicators 300

continue to suggest that conditions are meaningfully looser 200

now than in 2023. The quits rate, a useful indicator for both 100 I II II I II "

future wage growth and confidence in the labor market, 0 TR R T
declined to 1.9 percent in August, four-tenths below its pre- S8gsdsssgss8ss85888
pandemic level, and the lowest since July 2015 (excluding the 822582822582 82253

pandemic period). The Kansas City Fed Labor Market Conditions Index, an aggregate of 24 monthly measures of labor
market conditions, remains in positive territory (signaling better than long-run average conditions) but is nearly 50
percent lower than it was a year ago in September 2023. On balance, we continue to expect a gradual slowing in
employment growth. Similar to our expectation that the economy will return to roughly its long-run growth rate, we
believe the unemployment rate will rise modestly to 4.4 percent, roughly our current estimate of the natural rate of
unemployment.

Following the release of the September labor report, the 10-year Treasury jumped 13 basis points to 3.98 percent and
has continued to rise. Between the upward revisions to personal income and the saving rate, an above-consensus
labor report, and a slightly hotter-than-expected core Consumer Price Index (CPI) release in September, markets have
digested a number of critical data releases that have ultimately pushed back their expectations of cuts to the federal
funds rate and moved long-duration yields upward. Our official interest rate forecast, which was completed at the
beginning of the month, shows the 10-year Treasury yield and mortgage rates lower compared to our prior outlook.
However, given the recent movement in interest rates since our forecast was completed, our rate outlook faces
upside risk.
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Home Price Outlook Upgraded as Sales Expected to

Remain Subdued

As measured by the Fannie Mae Home Price Index (FNM-HPI), home prices increased 5.9 percent year over year in Q3
2024, a deceleration compared to the previous quarter’s downwardly revised year-over-year growth rate of 6.3
percent. We have updated our quarterly home price outlook and now expect modestly strong home price
appreciation through 2025. However, revisions to historical data on balance were to the downside, leading to a
modest downward revision to our 2024 expectation for year-total home price growth, but an upward revision to our
2025 outlook. We are expecting deceleration of home price growth as affordability continues to be stretched and
inventories of homes available for sale are rising in some regions. However, the overall low level of available homes
for sale is still bolstering home price appreciation, especially as income growth and employment remain strong.

We have modestly upgraded our existing home sales outlook Purchase mortgage applications have leveled off
in 2025 largely due to a lower mortgage rate forecast; 300 fOHlOWing a smallimprovement from lower rates
however, as previously noted, mortgage rates have risen 280
meaningfully following strong economic data, presenting _ %0
upside risk to our rate outlook but also downside risk to our g 240
sales projection. Regardless of mortgage rate volatility,
“lock-in” effects still remain strong, and we expect a recovery
in home sales to be modest in the near term. While a strong
economic outlook will support home purchase demand, this = a0
will also likely lead to higher mortgage rates, which would 120
keep sales of existing homes more subdued. In fact, the 100
modest bump in purchase mortgage applications seen in

September has now leveled off in the most recent week’s

data.

-
& 220

) —Purchase applications

g 200 —FRM30 (Right axis)

5
S 180
& 160

MBA Purchase Mortgage Applications

Jan-22
Apr-22
Jul-22
Oct-22
Jan-23
Apr-23

Jul-23
Oct-23
Jan-24
Apr-24

Jul-24
Oct-24

However, with continued resilience in the labor market, and the low level of existing homes for sale, we expect the
new home sales market to continue to remain a bright spot. We have upwardly revised our new home sales
expectations for 2024 and 2025, while slightly increasing our single-family housing starts forecast.

Annual Benchmarking Update to Mortgage Originations Estimate

We have updated our estimate of 2023 mortgage origination volumes as part of our annual benchmarking exercise to
incorporate the latest Home Mortgage Disclosure Act (HMDA) data. Specifically, we have revised upward total
mortgage volumes by $33 billion to $1.5 trillion in 2023, with the purchase market being revised upward by $60 billion
to $1.28 trillion and the refinance market being revised downward by $27 billion to $221 billion. As part of this
benchmarking work, our estimate of the share of homes purchased with cash instead of a mortgage was revised
downward somewhat relative to last month’s forecast.
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Looking forward, our 2024 expectation for purchase mortgage volumes is essentially unchanged from last month at
just over $1.3 trillion, while our estimate of refinance volumes was revised downward by $7 billion. Despite the
somewhat lower mortgage rate projection, our benchmarking activity has caused us to revise downward the overall
size of the refinance market in future periods, as well, relative to last month’s forecast.

In 2025, we expect purchase volumes to grow to $1.5 trillion, as home sales rebound somewhat from recent lows and
solid home price appreciation continues. Refinance volumes are expected to grow to $625 billion in 2025, as a
gradually declining mortgage rate path continues to be supportive of refinance activity. While refinance application

activity has dipped as of late, as seen in the Refinance Application-Level Index (or RALI), application activity is still well
above levels seen earlier in 2024.
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Economic Forecast Changes

Economic Growth

The third estimate of Q2 2024 GDP was unchanged at an
annualized 3.0 percent. However, the annual revision by
the BEA to the national accounts data showed much
stronger data for personal income and the saving rate.
This explains the resilience of the consumer and
suggests further spending power moving forward, which
led us to revise our GDP expectations upward. Our GDP
forecast for total yearly growth in 2024 on a Q4/Q4 basis
was revised upward three-tenths to 2.3 percent. Our
forecast for growth in 2025 was revised upward two-
tenths to 2.0 percent Q4/Q4.

Labor Market

Nonfarm payroll employment growth jumped in
September, rising by 254,000, while the July and August
employment figures were revised upwards by a
combined 72,000. The unemployment rate fell one-
tenth to 4.1 percent. Given this, as well as the stronger
economic growth outlook, our unemployment rate
expectations were revised downward slightly, though
we continue to expect the labor market to cool at a
gradual pace.

Inflation & Monetary Policy

Our inflation outlook was little changed. The September
Consumer Price Index (CPI) report was essentially in line
with our expectations for further deceleration in
inflation. We continue to forecast inflation to moderate
over our forecast horizon.

In terms of monetary policy, our baseline expectation
remains that the Fed will cut the federal funds rate by 25
basis points in November and December, followed by
four 25-basis point cuts throughout 2025.
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Housing & Mortgage Forecast Changes

Mortgage Rates

We revised downward our mortgage rate forecast for
2024 given the decline in longer-term interest rates in
September. We continue to forecast the 30-year fixed
mortgage rate to average 6.6 percentin 2024
(unchanged from last month’s forecast) and to average
5.7 percent in 2025 (down two-tenths from last month’s
forecast). However, interest rates remain volatile,
particularly given changes to Fed policy expectations,
which adds risk to our outlook. Following the
completion of our beginning-of-the-month interest rate
forecast and as of this writing, 10-year Treasury rates
have increased almost 30 basis points, leading to some
upside risk to our current baseline mortgage rate
forecast.

Existing Home Sales

Existing home sales fell 2.5 percent to a seasonally
adjusted annualized rate (SAAR) of 3.86 million in
August. Our near-term outlook for existing home sales
was essentially unchanged, despite the lower mortgage
rate path. High-frequency indicators, such as purchase
applications, have shown little movement despite lower
mortgage rates. However, we continue to forecast
existing sales to trend gradually upward over our
forecast horizon as affordability slowly improves and
lock-in effects weaken.

New Home Sales

New single-family home sales fell 4.7 percent in August
to a SAAR of 716,000. We have upwardly revised our new
home sales outlook given the decline in interest rates in
our forecast this month, and we continue to expect the
dearth of existing homes being listed for sale to help
support new home sales and lead to a gradual increase
over the forecast horizon.
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Single-Family Housing Starts

Our forecast for single-family housing starts is
essentially unchanged. Starts rebounded in August as
expected, though the September report may be
impacted by the recent hurricanes. Overall, we continue
to expect that the shortage of homes will help spur
residential construction in the coming years.

Multifamily Housing Starts

Similar to the single-family starts series, our multifamily
housing starts forecast was mostly unchanged. While
the multifamily starts series is notoriously volatile, we
continue to believe demographic trends will be
supportive of multifamily construction further out in the
future once the current high level of units in the
construction pipeline work their way onto the market
over the next couple of years.

Single-Family Home Prices

We have revised our quarterly home price forecast this
month. We now forecast national home prices to rise 5.8
percent in 2024 (a downward revision of three-tenths
from our July forecast) and 3.6 percent in 2025 (an
upgrade of six-tenths) on a Q4/Q4 basis. Our next home
price update will be in January.

Single-Family Mortgage Originations

We have updated our estimate of 2023 mortgage
origination volumes as part of our annual benchmarking
exercise to incorporate the latest Home Mortgage
Disclosure Act (HMDA) data. Looking forward, our 2024
expectation for purchase mortgage volumes is
essentially unchanged from last month at just over $1.3
trillion, while our estimate of refinance volumes was
revised downward modestly. Despite the somewhat
lower mortgage rate projection, our benchmarking
activity has caused us to revise downward the overall
size of the refinance market in future periods as well.

In 2025, we expect purchase volumes to grow to $1.5
trillion, as home sales rebound somewhat from recent

1300

1200

1100

1000

900

800

600

550

500

450

400

350

300

250

200

Single-Family Housing Starts, SAAR, Thous.

'19 '20 21

'22

—SF Starts

- =-Current Forecast

'23

24

- = Prior Forecast

'25

Multifamily Housing Starts, SAAR, Thous.

'19 '20 21
Fannie Mae HPI (Y/Y % Change)

20%

15%

10%

5%

0%

-5%

$800
$700
$600
$500
$400
$300
$200
$100

$0

'19 '20 21

— MF Starts
- =-Current Forecast

== -Prior Forecast

'22

'22

'23

'23

'24

24

o"‘“/

'25

—FNMA HPI (Actual)
- =-October Forecast (Current)
- =-July Forecast (Prior)

'25

Single-Family Mortgage Originations (NSA, Bil. $)

B Purchase
o Refinance

'23

24

'25

{ Forecast (Dots represent prior forecast)

© 2024 Fannie Mae. Trademarks of Fannie Mae.

7of 10



lows and solid home price appreciation continues.
Refinance volumes are expected to grow to $625 billion
in 2025, as a gradually declining mortgage rate path
continues to be supportive of refinance activity.
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Economic Forecast Table

Economic Forecast: October 2024

| 2023 2024 2025
231 232 233 234 241 242 243 244 251 252 253 254 2023 2024 2025
Percent Change! Quarterly SAAR, Annual Q4/Q4

Gross Domestic Product 2.8 2.4 4.4 3.2 1.6 3.0 2.7 2.1 2.0 2.0 21 2.1 3.2 23 2.0
Personal Consumption Expenditures (PCE) 49 1.0 2.5 35 1.9 2.8 3.2 2.4 2.2 2.0 2.0 2.1 3.0 2.6 21
Residential Fixed Investment -4.3 4.5 7 25 137 -2.8 -8.6 -2.1 2.3 5.6 7.0 6.7 25 -0.3 5.4
Business Fixed Investment 53 9.9 11 3.8 4.5 3.9 53 27 2.7 2.7 24 22 5.0 41 25
Government Consumption & Investment 51 2.9 57 3.6 1.8 31 13 1.5 0.6 0.4 0.3 0.3 4.3 19 0.4

Billions of Chained 20125
Net Exports -1233 -1234 -1247  -1248) -1294  -1360 -1367 -1378| -1400 -1421 -1441 -1451( -1240 -1350 -1428
Change in Business Inventories 21 0 70 46 18 5 68 66 8 90 104 112 34 57 96

Percent Change: Quarterly YoY, Annual Q4/Q4

Consumer Price Index 5.7 4.0 3.6 3.2 3.2 3.2 26 2.3 2.0 1.8 21 25 3.2 23 25
Core Consumer Price Index (ex. Food & Energy) 55 5.2 4.4 4.0 3.8 3.4 3.2 2.9 2.5 2.3 24 2.4 4.0 2.9 2.4
PCE Chain Price Index 5.0 3.9 3.4 2.8 27 2.6 2.2 2.2 1.9 18 2.0 2.2 2.8 2.2 2.2
Core PCE Chain Price Index {ex. Food & Energy) 4.9 4.6 3.9 3.2 3.0 27 2.6 2.6 2.2 21 21 21 3.2 2.6 21

Change: Quarterly Avg Mo. Chg, Thous., Annual Mil.
Employment, Total Nonfarm 305 274 213 212 267 147 186 127 134 123 121 132 3.0 2.2 15
Percent Change: Q4/Q4 1.9 1.5 1.0

Percent: Quarterly Avg, Annual Avg

Unemployment Rate 35 3.6 3.7 3.7 3.8 4.0 4.2 4.3 4.4 44 44 44 3.6 41 4.4
Federal Funds Rate 45 5.0 5.3 53 53 53 53 4.6 4.1 53 36 33 5.0 51 3.7
10-Year Treasury Note Yield 36 3.6 4.2 44 42 44 3.9 3.8 3.8 3.8 3.8 2 4.0 41 3.8

Forecast values as of October 11, 2024

Note: Interest rate forecasts are based on rates from September 30, 2024; all other forecasts are based on the date above.

Note: Unshaded areas denote actuals. Shaded areas denote forecasts.

Sources: Actuals: Bureau of Economic Analysis, Bureau of Labor Statistics, Federal Reserve Board. Forecasts: Fannie Mae Economic and
Strategic Research
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Housing Forecast Table
Housing Forecast: October 2024

2023 2024 2025
231 232 233 234 241 242 243 244 251 252 253 254| 2023 2024 2025

SAAR, Thous. Units

Total Housing Starts 1,369 1,455 1,380 1481 1,407 1,340 1,317 1,308/ 1334 135 1,365 1,387 1,420 1,343 1,360
Percent Change: YoY 8.5 5.4 1.3
Single-Family [1 Unit) 828 935 972 1,060, 1,062 1,004 955 963 978 992 1,000 1,014 948 996 996
Percent Change: YoY 57 51 0.0
Multifamily (2+ Units) 541 520 409 421 345 336 362 345 355 364 366 373 472 347 o4
Percent Change: YoY -13.7 265 4.9
Total Home Sales 4953 4385 4,702 4,526 4,863 4,883 4,659 4,755 4,993 5165 5319 5469 4756 4,772 5236
Percent Change: YoV -16.1 0.3 8.7
New Single-Family 636 698 682 646 663 696 723 T02 710 713 17 721 666 T13 715
Percent Change: YoY 3.9 7.0 0.4
Existing (Single-Family, Condos/Co-Ops) 4317 4187 4,020 3,880 4,200 4,187 3,936 4,053| 4,283 4,453 4602 4,748 4,000 4,060 4,521
Percent Change: YoY -18.7 0.7 114

Percent Change: Quarterly YoY, Annual Q4/Q4
Fannie Mae Home Price Index 4.1 2.2 4.2 57 6.7 6.4 5.9 5.8 5.0 4.6 4.1 3.6 5.7 5.8 3.6

Percent: Quarterly Avg, Annual Avg
30-Year Fixed Rate Mortgage 6.4 6.5 7.0 7.3 6.7 T.0 6.5 6.0 5.9 57 5.6 5.6 6.8 6.6 57

NSA, Bil. $,1-4 Units

Single-Family Mortgage Originations 3200 430 41 342 332 439 443 460 421 582 598 540 1,503 1674 2,142
Purchase 268 368 353 293 263 364 356 322 271 411 445 390 1,282 1306 1,517
Refinance 52 62 58 48 69 5 87 138 150 171 154 150 221 368 625

Refinance Share (Percent) 16 14 14 14 21 17 20 30 36 29 26 28 15 2 29

Forecast values as of October 11, 2024

Note: The Fannie Mae HPI forecast is updated on the first month of every quarter. Interest rate forecasts are based on rates from September 30,
2024; all other forecasts are based on the date above.

Note: All mortgage originations data are Fannie Mae estimates as there is no universal source for market-wide originations data.

Note: Unshaded areas denote actuals. Shaded areas denote forecasts.

Sources: Actuals: Census Bureau, National Association of REALTORS®, Freddie Mac - Forecasts: Fannie Mae Economic and Strategic Research

Economic and Strategic Research (ESR) Group
October 15, 2024
For a snapshot of macroeconomic and housing data between the monthly forecasts, please read ESR’s Economic and Housing

Weekly Notes.

Data sources for charts: Bureau of Economic Analysis, Bureau of Labor Statistics, Federal Reserve Board, Mortgage Bankers Association, Freddie Mac

Opinions, analyses, estimates, forecasts, beliefs, and other views of Fannie Mae's Economic and Strategic Research (ESR) Group
included in these materials should not be construed as indicating Fannie Mae's business prospects or expected results, are based on
a number of assumptions, and are subject to change without notice. How this information affects Fannie Mae will depend on many
factors. Although the ESR Group bases its opinions, analyses, estimates, forecasts, beliefs, and other views on information it considers
reliable, it does not guarantee that the information provided in these materials is accurate, current or suitable for any particular
purpose. Changes in the assumptions or the information underlying these views could produce materially different results. The
opinions, analyses, estimates, forecasts, beliefs, and other views published by the ESR Group represent the views of that group as of
the date indicated and do not necessarily represent the views of Fannie Mae or its management.
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