Why The Housing Market Won’t Crash In 2023

With all the buzz in the media, you may start to worry the
housing market is in a bubble. While it’s only natural for
concerns to creep in that there could be a repeat of what
took place in 2008, the good news is there’s concrete data
to show why this is nothing like the last time.

There’s a Shortage of Homes on the Market
Today - Not a Surplus

The supply of inventory needed to sustain a normal real
estate market is approximately six months. Anything more
than that is an overabundance and will cause prices to fall.
Anything less than that is a shortage and will lead to
continued price appreciation.

For historical context, there were too many homes for sale
during the housing crisis, and that caused prices to tumble.
Today, supply has grown, but there’s still a shortage of
inventory available (see graph below):

Supply of Homes Is Nothing Like Last Time
Annual Average of Months’ Supply for 1999-2021
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One of the reasons inventory is still low is because of sustained underbuilding. When you couple that with
ongoing buyer demand as millennials age into their peak homebuying years, it continues to put upward
pressure on home prices. That limited supply compared to buyer demand is one of the reasons why experts

forecast, nationally, home prices won’t fall this time.

Mortgage Standards Were Much More Relaxed During the Crash

During the lead-up to the housing crisis, it was much easier to get a home loan than it is today. The graph
below shows data on the Mortgage Credit Availability Index (MCALI) from the Mortgage Bankers Association

(MBA). The higher the number, the easier it is to get a mortgage.



Lending Standards Today Are Under Control
Historic Data for the Mortgage Credit Availability Index (MCAI)
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Leading up to 2006, banks were creating artificial demand by lowering lending standards and making it easy
for just about anyone to qualify for a home loan or refinance their current home. That led to mass defaults,
foreclosures, and falling prices.

Today, things are different. Purchasers face much higher standards from mortgage companies, and buyers are
more qualified. Mark Fleming, Chief Economist at First American, says:

“Credit standards tightened in recent months due to increasing economic uncertainty and monetary policy
tightening.”

Those stricter standards help prevent a wave of foreclosures like we saw last time.

The Foreclosure Volume Is Nothing Like It Was During the Crash

The most obvious difference is the number of homeowners that were facing foreclosure after the housing
bubble burst. Foreclosure activity has been on the way down since the crash because buyers today are more
qualified and less likely to default on their loans. The graph below helps tell the story:

Foreclosure Activity Then and Now

U.S. Properties with Foreclosure Filings: ATTOM 2001 Year-End Report
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Not to mention, homeowners today have options they just didn’t have in the housing crisis when so many
people owed more on their mortgages than their homes were worth. With the pandemic and the forbearance
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The Bottom Line

If you’re worried we’re making the same mistakes that led to the housing crash, these graphs should help
alleviate your concerns. These numbers show that the housing market is still severely under supplied for the
amount of demand. This means the market is still very strong and that home prices will continue appreciate.

We would love to help you put a plan in place to buy a home and start building wealth through equity. If you

would like help finding a home or getting pre-approved for a mortgage, fill out the form below to request a
consultation with one of our mortgage advisors.

Want to learn more? Please schedule a call today!

P: (949) 535-2037 | M:(714) 697-8667 | F: (866) 757-0904
Team@TeamMcDowell.com
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