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Global Economic Outlook




Globalization Moving in Reverse

Trade-to-GDP ratio has stabilized but declined in the last two years Global trade imbalances peaked in 2022 but remained relatively large in 2023
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Globalization Moving in Reverse

U.S. Effective Tariff Rate by Country
Major trading partners, ordered by 2024 U.S. import amount (USD)
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IMF Growth Outlook
World Growth (2.8% in 2025, 3% in 2026)
Colombia (2.4% in 2025, 2.6% in 2026)

Real GDP growth Real GDP growth *

Annual percent change Annual percent change
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Challenging Fiscal Situations Worldwide

General government gross debt *

Percent of GDP

MAP (2025) LIST (2025)

® 100% or more @ 75% - 100% @ 50% - 75% © 25% - 50% ® Lessthan 25% © no data Region Analytical group
Country
China, People's Republic of 96.3
Colombia 297
Comoros 32.5
Congo, Dem. Rep. of the 16.3
Congo, Republic of 914
Cook Islands no data
Costa Rica 387
Cote dlvoire 581
Croatia 33.9
Cuba no data
Curacao no data
Cyprus 80.3
Czech Republic 44 2

Source: IMF World Economic Outlook




Challenging Fiscal Situations Worldwide

G7's debt problem
France, Germany, UK and U.S. debt-to-CDP ratio are projected to rise over the next five years
Canada France Germany — Japan — ltaly Britain us.
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Interest on U.S. debt is piling up

Sources: Reuters, IMF, S&P
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Sovereign Credit Quality has Deteriorated Across Major Developed Economies

Foreign Currency Rating, 2005-2025
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US Federal Debt Projected to Increase Rapidly

Federal Debt Held by the Public

Debt increases in relation to GDP, exceeding any previously recorded level in 2029
and continuing to soar through 2055. It is on track to increase even more
thereafter.
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Central Banks Reacting to Growth and Inflation Challenges

MAP (2025)
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Inflation Moderating in US...But Expectations Elevated
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Rate Outlook for US

History and Forecast of Key Interest Rates
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Comparing Housing Finance Systems

Lessons from Consulting Assignments
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Big picture issues

« Macroeconomic stability

* Household income levels and growth

« Housing availability, location, and quality
* Clear title

« Tax and legal frameworks

* Primary mortgage market structure and depth
« Secondary mortgage market

* Mortgage lending is risk management
Credit risk

Interest rate risk

Collateral risk

Compliance risk

MBa




Lessons Learned from Great Financial Crisis

Need for:

« Consistent consumer regulation

« Sufficient capital for risk

« Focus on sustainability, not just initial purchase




Lessons Learned from International Consulting

« South Africa
» Developing lending in former township areas
« Mexico
« Evolving lending landscape
« South Korea
* Interest rate risk, payment shock
* Ireland
» Crisis resolution, lengthy foreclosure timelines

MBa



Comparing Mortgage Systems: Michael Lea paper

“5 aspects of mortgage system design:

1. Interest rate determination: fixed vs.
adjustable-rate mortgages

2. Prepayment penalties and restrictions e ent Mortaage Market Support
3. Loan term and amortization limits e oo e
4. Mortgage default and foreclosure o = . .
5. Consumer protection regulation” i . .
Spain Mo Mo Mo
—— — =
Japan Mo JHF Passible
s, FHA GMMA Fannie Mae, Freddie Mac, FHLBs

Source: Michael Lea, “International Comparison of Mortgage Product Offerings”,

10122 research riha lea report.pdf



https://www.mba.org/docs/default-source/research---riha-reports/10122_research_riha_lea_report.pdf?sfvrsn=96779bb4_1

Michael Lea paper

Figure 1
Figure 5 Developed Country Mortgage Funding
Mortgage Product Interest Variability
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https://www.mba.org/docs/default-source/research---riha-reports/10122_research_riha_lea_report.pdf?sfvrsn=96779bb4_1

Affordable Housing Challenges and Initiatives in the US
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Addressing Affordable Housing Requires a Continuum of Approaches

The Continuum

Affordable Rental (with and without Affordable Homeownership: Qualified prospective
subsidies): Households that are significantly barrowers who may lack savings or family wealth
below the area median income and may be necessary for traditional down-payment.

eligible for policy-directed subsidies.
TBA Conforming: Core of conforming GSE

Moderate Income and Market-Rate Rental: single-family market. Benefit from government
Households that earn in the range of area average guarantee is primarily lower mortgage
income. Depending on market circumstances, rates created by the additional liquidity.

rents may be moderately burdensome.
Prime Jumbo: Loans above the conforming
loan limit. Mot intended beneficiary

B Core GSE purchase activities
of government guarantee.

B GSE can partner as debt buyer;
other direct funding reguired
Private market

AM| — Area Median income Affordable TBA

Homeownership Conforming ol

Affordable Rental
(with and without
subsidies)

Meoderate Income and
Market-Rate Rental

30% AMI 50% AMI 80% AMI 120% AMI

* Private market
« Qutside SF
vities government
eligibility

EXISTING PROGRAMS

Source: policy_gse_reform_white _paper.pdf



https://www.mba.org/docs/default-source/policy/white-papers/policy_gse_reform_white_paper.pdf?sfvrsn=14b2c76b_1

Affordable Housing — Different Approaches

“Much of the discussion of, and most of the
programs established to address, affordable
housing needs can be broken into three broad

Table 2. Selected Federal Housing Programs, 2013

categories: —

income households, whose incomes are
not enough to cover the costs of building
and maintaining safe and decent housing.

* The need for moderate-income, workforce
housing, and the struggle to supply
adequate affordable housing near job
centers.

» The housing needs of special populations,
who have special housing requirements
that are not naturally met in full by the
housing market”

Source: mind-the-gap---2015.pdf, THE STATE OF THE NATION’S HOUSING 2025

Most Assisted Households Are Older, or Include
Children or People with Disabilities

Share of HUD-Assisted Households (Percent)

With a
Disability

Age B2
and Over

Without With
Children Children

Notes: Categories are based on the head of household or their
eholds age 62 and over may also have a disability or
in the household. Households with o disability may
also ha ldren

Source: JCHS tabulations of HUD, 2024 Public Use Microdata Sampie.
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https://www.mba.org/docs/default-source/research-and-forecasts/research-white-papers/mind-the-gap---2015.pdf?sfvrsn=dfcc9a50_1
https://www.jchs.harvard.edu/sites/default/files/reports/files/Harvard_JCHS_The_State_of_the_Nations_Housing_2025.pdf

Measuring Affordability — State of the Nation’s Housing Report

Renter Cost Burdens Are Rising Fastest Among Middle-Income Households
Share of Renter Households with Cost Burdens (Percent)
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Under $30,000 $30,000-44,999 $45,000-74,999 $75,000 and Over All Renter Households

Household Income

W Severely Burdened W Moderately Burdened

Il ltems. Moderately (severely) cost-burdened households

Notes: Household incomes are adjusted for inflation using the CFPI
spend more than 30% (more than 50%) of income on housing and u
Source: JCHS tabulations of US Census Bureau, American Community Survey 1-Year Estimates.

Stock of Lower-Rent Units Declines Further
Rental Units (Millions)

Under $600 $600-999 $1000-1399 $1400-1999 52,000 and Over
Contract Rent
2013 W2019 W2023

Notes: Rents are adjusted for inflation using the CPI-U for All items Less Shelter. Units that are occupied but do not receive payment are
excluded. Contract rents exclude utility costs.
Source: JCHS tabulations of US Census Bureau, American Community Survey I-Year Estimates.

Home Prices Are Historically High Relative to Incomes

Number of Metro Areds US Ratia
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Notes: Price-to-income ratios are for the 100 largest metro areas by population. Income data for 2024 are based on Moody's
Analytics forecosts.
Source. JCHS tabulations of NAR, Metropolitan Median Area Prices; Moody s Analytics estimaotes.

Cost-Burden Rates Are Highest and Rising Fastest for Lower-Income Homeowners

share of Homeowner Households with Cost Burdens (Percent)
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https://www.jchs.harvard.edu/sites/default/files/reports/files/Harvard_JCHS_The_State_of_the_Nations_Housing_2025.pdf

House Price Appreciation Moderating

FHFA Purchase Only House Price Index, MBA Forecast
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Home Prices Falling Where Inventory Is Highest

Change in Home Price Index, June 2024-2025 (Percent)
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The average property insurance payment rose by +4.9% over the first half of 2025 and is

\l/l\)%'+11'3% from the same time last year |
ile that marks a new record high, the rate of growth has slowed from the same time last year

Change in average principal, interest, tax, and insurance Average annual insurance premium per $1000 of coverage
payments over time (Mortgaged single family residences)
m6 months 1 year Since December 2019 $6.50
70% +69.0% $6.30 610
$6.10
$6.10
60%
$5.90
50% $5.70 $5.63
$5.56 $5.51
$5.50 $5.41
40%
$5.35 $5.31 $5.31 $5.35 $5.35 $5.35
$5.30
0,
30% +26.8% +27.4% +29.1%
+23.2% $5.10
20% $4.90
+11.3%
10% +8.4% . 3470
+4.9% +38% % +4.2% s 5% 5450
0, 0, -
w 1R [ I +0.5% +0.5% [ I
Property Insurance Property Taxes Interest Principal Total Payment (PITI) r’&\ rLQ\ ,19'\ fLQ'\ r&)\ fbﬁ'\ r]S)r" (.59’ r@q’ (159’ r],Bq’ ,19'1’
Source: ICE, McDash +Property Insurance Source: ICE, McDash +Property Insurance

X . . . i Analysis of mortgaged single-family residences observed in the ICE McDash database
Analysis of mortgaged single-family residences observed in the ICE McDash database
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Mortgage Payments are Elevated Relative to Rents

National Median Asking Rents and Mortgage Payments Mortgage Payment to Rent Ratio
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Sources: MBA Weekly Applications Survey, Bureau of Labor Statistics, U.S. Census Bureau




US Homeownership Rate by Age

Homeownership Rate by Age (%)
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Source: Census Bureau




Addressing the cost of new construction

« Townhomes, condos, “missing middle”
* Modular and manufactured homes
« 3-D printed homes
» Consolidation among builders
« The4Lls
« Labor
 Land
 Laws
 Lumber

| MBa




Rehabilitation and Preservation

* Net Increase in Supply

» Filtering — Properties Become More Affordable Over Time
« Preservation Requires Investments

« Financing Vehicles for Rehabilitation




Outreach and education: Addressing the Gaps

« Market Gap

» Resource Gap

» Trust Gap

* Information Gap




Programs and products

« Downpayment Assistance
« Shared Equity Mortgage
» Restrictive Covenants on Land Use




New Initiatives

» Office to Housing Conversions
« Tangled Title




Regulatory trends

* Housing emergency?

* NIMBY vs. YIMBY

« State efforts to have localities increase density
« LIHTC and similar tax provisions

» Transit oriented development




Contact Information

Mike Fratantoni, Ph.D.
Chief Economist & Senior Vice President | Research and Industry Technology
(202) 557-2935;
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