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Key Points

« The U.S. Postal Service saw a downshift in change-of-address requests as labor
markets shift and households are less likely to move and that’s impacting
residential real estate.

« June existing home sales fell to 3.89 million. To put that in context, the pace of
sales in 2019 was well above 5 million.

« The decline was driven by a slowdown in the Midwest and South as the number
of potential homebuyers dried up last month. So, perhaps the “Great Reshuffle”
is over.

« Housing affordability is hovering around the lowest since the Great Financial
Crisis as the market is in short supply of homes.

« All cash deals were 28% of sales and days on the market dipped to 22 from 24
the previous month.

» Median prices continue to rise, adding acute pressure on potential home buyers.

s the Reshuffling Now Over?
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During the years immediately following the depths of the pandemic, when mortgage
rates were unnaturally low, millions of households were moving out of high cost of
living areas and relocating to lower cost of living areas. We call that the “Great
Reshuffle.” The U.S. Postal Service processed roughly 36 million address changes in
20921, according to their website. But in 2023, the postal service processed only about
28 million.

The geographic reshuffling may be over in earnest as opportunities for remote work
are likely shrinking in response to an overall cooling of the labor market and as
corporate policies are getting less flexible on work arrangements.

The Great Reshuffling Could Be Over

Homes Sales in Lower Cost of Living Areas Plummeted
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Soon after the pandemic, home sales rebounded across the country, but the southern
region experienced the largest spike in activity as households relocated, but sales
even here trended lower in recent months.

Home Sales Shrank in June

Home sales fell over 5% from the previous month as activity slowed across all regions.
Existing home sales were 3.89 million units annualized. The decline is greater
compared to a year ago, or pre-pandemic. In 2019, the pace of existing home sales
hovered above 5 million.



The housing market had a temporary boost in activity in May, but seasonal tailwinds
were not sustained as activity fell to near-term lows. The traditional factors were high
mortgage rates and high prices, but more non-consensus explanations should also
incorporate the interesting data from the U.S. Postal Service and what it could suggest
for housing demand.

Why Elevated Home Prices if the
Economy is Slowing?

The economy is showing early signs of slowing, but a more discerning consumer has
not yet impacted housing prices. We would expect median prices to fall if demand
slows, but that hasn’t happened. The reason median prices have trudged higher is the
market is suffering from a low supply of homes available for sale.

Affordability suffers under the low inventory of homes for sale. The National
Association of Realtors (NAR) calculated their Affordability Index based on household
income, interest rates, and median home prices. As highlighted in the chart,
affordability is the lowest since the mid-1980s, when mortgage rates were double
digits. Median prices rose 4.1% from a year ago to $426,900, hitting a new record high.
Despite the high prices, homes were on the market for 22 days on average, a bit longer
than last year at this time but still historically short.

Housing Affordability Lowest In Over a
Generation

Affordability Index — Worst Since 1985, When Mortgage Rates Were Double Digits
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Source: LPL Research, National Association of Realtors 07/24/24
Disclosures: All indexes are unmanaged and can't be invested in directly. Past
performance is no guarantee of future results.

S0, What Does This Mean?

A strong housing market often has ripple effects. With a high pace of sales, real estate
commissions are high, home-related purchases are up, and specialty construction jobs
are plentiful. This time is different with high home prices in a late-cycle macro
environment. The low supply of homes and high interest rates depressed affordability
to near-term lows. Because of the tight supply of homes available for sale, median
prices continue to trudge higher. We should not expect that dynamic to improve until
mortgage rates drop and supply increases. As the broader inflation landscape
improves, we expect the Federal Reserve to cut rates a few times this year, creating
downward pressure on mortgage rates in the months ahead. However, it may take
longer for housing supply to increase since the economy has had a shortage of homes
for decades.

T https://www.uspsoig.gov/reports/audit-reports/review-national-change-address-and-
moversguide-applications-report
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IMPORTANT DISCLOSURES

This material is for general information only and is not intended to
provide specific advice or recommendations for any individual. There is
no assurance that the views or strategies discussed are suitable for all
investors. To determine which investment(s) may be appropriate for you,
please consult your financial professional prior to investing.

Investing involves risks including possible loss of principal. No
investment strategy or risk management technique can guarantee return
or eliminate risk.

Indexes are unmanaged and cannot be invested into directly. Index
performance is not indicative of the performance of any investment and
does not reflect fees, expenses, or sales charges. All performance
referenced is historical and is no guarantee of future results.

This material was prepared by LPL Financial, LLC. All information is
believed to be from reliable sources; however LPL Financial makes no
representation as to its completeness or accuracy.

Unless otherwise stated LPL Financial and the third party persons and
firms mentioned are not affiliates of each other and make no
representation with respect to each other. Any company names noted
herein are for educational purposes only and not an indication of trading
intent or a solicitation of their products or services.

Asset Class Disclosures -

International investing involves special risks such as currency fluctuation
and political instability and may not be suitable for all investors. These
risks are often heightened for investments in emerging markets.

Bonds are subject to market and interest rate risk if sold prior to
maturity.

Municipal bonds are subject and market and interest rate risk and
potentially capital gains tax if sold prior to maturity. Interest income may
be subject to the alternative minimum tax. Municipal bonds are federally
tax-free but other state and local taxes may apply.

Preferred stock dividends are paid at the discretion of the issuing
company. Preferred stocks are subject to interest rate and credit risk.
They may be subject to a call features.

Alternative investments may not be suitable for all investors and involve
special risks such as leveraging the investment, potential adverse
market forces, regulatory changes and potentially illiquidity. The



strategies employed in the management of alternative investments may
accelerate the velocity of potential losses.

Mortgage backed securities are subject to credit, default, prepayment,
extension, market and interest rate risk.

High yield/junk bonds (grade BB or below) are below investment grade
securities, and are subject to higher interest rate, credit, and liquidity
risks than those graded BBB and above. They generally should be part of
a diversified portfolio for sophisticated investors.

Precious metal investing involves greater fluctuation and potential for
losses.

The fast price swings of commodities will result in significant volatility in
an investor's holdings.

Securities and advisory services offered through LPL Financial, a
registered investment advisor and broker-dealer. Member FINRA/SIPC.

Not Insured by FDIC/NCUA or Any Other Government Agency | Not
Bank/Credit Union Deposits or Obligations | Not Bank/Credit Union
Guaranteed | May Lose Value
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Dr. rey Roach

Jeffrey Roach guides the overall view of the economy for LPL Financial Research and
has over 20 years of experience in investing and economics.
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