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Fannie Mae says it expect economic growth will improve on its anemic
performance in the first half of 2016 in the second half of the year, rising to
2.4 percent from 1.1 percent. This estimate in the company's October
Economic Developments Commentary is a slightly slower pace of growth than its
economic and strategic research team had predicted earlier. Their full year
forecast remains at 1.8 percent.

Treasury yields have moved higher recently along with long-term sovereign
yields in other developed markets as investors perceive the global central
banks such as the European Central Bank and the Bank of Japan are tapering Jan 26
their quantitative easing programs. Financial markets also remain convinced Rate Change  Points
that the Federal Reserve will increase the target rate this year, something
supported by the Fed Funds futures which put the odds at 65 percent.
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Fannie Mae calls private residential construction "lackluster," driven by the ongoing decline in new single-family
construction spending which was down in August for the sixth consecutive month and fell below year-earlier figures for the
first timein five years. Spending on multi-family construction is still growing but the annual increase has moderated to the
weakest pace since October 2011.

New Single-Family Construction Spending
Drops Annually As Multifamily Gains Moderate
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The decrease in residential spending is the result of flat single-family housing starts and a decline in the average cost per
single family starts which began late last year. The economists say they had predicted last month that residential investment
had fallen in the third quarter but the August construction spending report issued since then suggests that the drop was
steeper than expected.

Homeownership demand does seem to have picked up last year. American Community Survey data shows that owner
household growth in 2015 exceeded rental household growth for the first time since the 2007-2009 recession started. The
same survey showed the homeownership rate for households under age 35 which had "declined substantially and
relentlessly" over the previous eight years finally stabilized.

In recent months housing activity has clearly lost momentum. Existing home sales fell in August for the second consecutive
month, reaching the lowest level since February and pending home sales dropped in August for the third time in four months
to the lowest level since January.

While new home sales were fell in August they were down off of the best month in the recovery in July. Single family housing
starts were also down significantly. Fannie Mae says the recovery in single-family homebuilding has been very gradual, partly
because of land and labor constraints.
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New Single-Family Starts and Home Sales Fall
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There is a positive note for young homebuyers, as builders seem to be focusing more on the entry-level market. The typical
size of a new single family home, which rose sharply at the end of the recession, stabilized in 2014 and 2015 and the median
size has now begun to shrink. "As builders adjust their production in response to rising demand for entry-level homes, typical
new home size is likely to trend lower going forward, which should help to sustain the fledgling recovery in homeownership."

Purchase mortgage applications declined in August for the second consecutive month indicating continued weakness in
existing home sales in the near term but they did rebound in September even as refinancing applications dropped for the
second consecutive month in September after a surge in July.

The inventory of existing homes for sale remains extremely lean, down 10.1 percent in August from a year earlier, the largest
annual drop since 2013. The lack of homes for sale is partly attributable to the fact that homeowners are remaining in their
homes longer. Corelogic says the median years a homeowner has owned his home rose from five years in 2007 to 10 years
in 2015.

Mobility rates have also been declining, indicting a lower rate of housing turnover and consequently home sales. "This will be
challenging for the housing and mortgage market, especially in a rising mortgage rate environment where lenders have to
rely more on purchase mortgage originations," the economists say. "Tight supply and rapid price gains in the lower tiers of
the home sales market are increasingly hampering first-time home buyer affordability and endangering the budding recovery
in young-adult home buying demand.

Fannie's economists have not changed their mortgage rate forecast as they don't think the recent rise in long-term interest
rates are sustainable. They are also essentially holding to their September forecast of a 3.6 percent increase in total home
sales this year, but the total includes weaker existing home and stronger new home sales.
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2015 HDMA Release Leads to Slight Upward

2 000 Revisions to Originations Estimates
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Single-Family Mortgage Originations
(NSA, $Billions, 1-4 Units)
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Each October Fannie Mae updates its estimates one-to-four-unit property mortgage originations for the prior year as a
result of benchmarking to new Home Mortgage Disclosure Act (HMDA) data. They have revised slightly higher their
estimated purchase and refinance originations for 2015 by $6 billion and $13 billion respectively for an originations total of
$1.73 trillion. The refinance share rose 1 percentage prior from its prior estimate to 47 percent. The estimate of 2016
originations has increased by $30 billion to $1.83 trillion, an increase of about 6.0 percent. Refinancing accounts for most of
the upgrade. Total originations are expected to decline by about 15 percent in 2017 due to a decline in refinancing.
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About Casey Sullivan

Casey is a dedicated and dependable mortgage loan officer. His clients count on him to be their skilled, experienced, and
focused consultant, listening to their needs.

He skillfully assists his clients with both refinancing and home purchases in California and more specifically the San
Francisco Bay Area.

His vision is to build lifetime relationships with each client as their mortgage consultant...for life! He stays connected with
each client well after closing which includes loan reviews and dependable market updates.

Casey believes that everyone deserves to completely understand their mortgage financing options and that one size does
not fit all when it comes to mortgages. Nor does it apply when it comes to mortgage lenders. All lenders are not made the
same and they are not all equal.

For a free consultation, contact Casey Sullivan today at 925-395-4212 or Casey@TheSullivanGrp.com

NMLS237837. CrossCounty Mortgage NMLS3029, Branch NMLS1553210Branch NMLS ID# 313318
An Approved Equal Housing Lender
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