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2022 marked a fast shift in the real estate market. For several years prior, interest
rates as low as 2-3% attracted more buyers, and “cheap debt” spiked demand and
pushed Denver real estate prices to new heights. Denver fast became a relatively
expensive US market with the average home price nearly hitting $820,000 by Q2 of
2022. Buying homes was very competitive and it wasn’t uncommon for a listing to
have several offers within the first few days of hitting the market.

Worries about inflation and the waning power of the US dollar have become a huge
concern, in addition to rising prices due to supply chain issues through COVID and
the Russian war against Ukraine. As a reactionary solution, the Federal Reserve began
to raise interest rates sharply to cool the economy. They anticipate that rates will
remain high until The Committee hits its inflation goal of 2 percent. Even at the cost
of a recession.

With rising mortgage rates hitting 7%, along with the natural seasonality of the
market, we did see inventory levels rise in spring and summer with a peak of 8,496
homes in September which spurred predictions of a shifting market favoring buyers.
However, inventory dropped to just 4,454 homes by Q4. With rates being much
higher, many homeowners with mortgages below 4% decided to remain in their
homes or convert their houses to rental properties. This increased rental inventory
for both long-term leases and short-term vacation rentals in the Denver Metro area.

As a result, we saw the average detached home sale prices in December drop down
to $702,000. We also saw a slowdown in rent increases to an average of
$2,600/month for a 2-bedroom in Denver. However, although prices went down
month to month in 2022, with the low inventory levels, Year over Year appreciation
was still 11%!

Lastly, | want to note the opportunity that awaits us in 2023. It’s predicted that
mortgage rates will stabilize as inflation begins to slow down. Since inventory will
remain low, experts do not foresee a huge crash or drop in prices so appreciation
may remain flat. However, as more motivated sellers hit the market, this will be a
great opportunity for home buyers and investors to purchase favorably this year and
refinance later once mortgage rates drop.



In addition, there has not been a better time in years for sellers to take their time in
selling their house while having great negotiation power in purchasing a replacement
home. Massive wealth is created in shifting markets, so we never want to waste an
opportunity such as this. Be sure to reach out to me directly so we can come up
with a long-term game plan for your real estate portfolio.

To your prosperity in the new year,

Michelle R. Glass

Senior Real Estate Advisor
Glass Properties Group

Keller Williams | KW Commercial
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Five Things Loo

Mortgage Rates
to Stabilize

Housing Market
Activity to
Strengthen

Inventory to
Remain Tight

Price Gains to
Decelerate Even
Future

Persistent
Affordable
Challenges

“Mortgage rates have already peaked. After surpassing the seven percent
threshold in the second week of November, rates are finally moving down
as inflation cools. 2022’s higher federal funds rates have started to tame
inflation. Rates are still significantly high than a year ago, but if inflation
continues to slow, rates may stabilize below six percent in 2023. That’s a lot
more money buyers have to pay out every month, between a three and six
percent interest rate, but that’s still a rate lower then eight percent, which
is the historical average rate for a 30-year fixed mortgage. ”

“With a six percent mortgage rate, housing will become more affordable for
many buyers in the Denver metro area. Although the typical family won’t
yet be able to afford to buy a median-priced home, homeowning becomes
affordable to about five percent more households in this area if rates hover
near six percent instead of seven. In this scenario, the qualifying income to
purchase a mid-priced home drops by more than $15,000 to $144,000
from $160,000. This could bring more buyers back to the market boosting
demand for housing and increasing market competition.

“The Denver metro area may have nearly double the number of homes for
sale than a year ago. But, this is mostly because homes stay on the market
for a longer time. This area continues to have significantly few listings
available in the market. Will there be more choices for homebuyers in 2023?
So far, the Denver metro area has approved more building permits
compared to the same period before the pandemic; however, construction
has slowed in the last couple of months due to persistent building material
bottlenecks. Meanwhile, data shows that housing demand grows faster than
the new construction in Denver metro.”

“Nationwide, home price gains have decelerated since May 2022. While
home price deceleration will continue this year, prices will keep annual
appreciation flat through 2023, with half of the areas across the country
experiencing small price gains and the other half seeing small price
declines. As one of the most expensive areas, the Denver metro area may
experience some small price declines during the second quarter of the year.
While home prices continue to be significantly high than the national level,
many buyers have been priced out of this market due to high mortgage
rates. But, home price gains will rebound fast as inventory will continue to
be limited in the area.”

“Housing affordable hit record lows in 2022. Owning a home became 60
percent more expensive compared to the previous year, forcing many
buyers out of the market. Mortgage rates may have dropped to nearly six
percent, but first-time buyers still earn $30,000 less than the income
needed to purchase a starter home. As a result, less than 20 percent of the
renters can currently afford to buy a starter home across the country. In
the Denver metro area, the impact of high mortgage rates is even larger.
Less than 10 percent of renters can afford to buy a starter home in this
area.”

Forecast by Nadia Evangelou, Senior Economist and Director of Forecasting at the National Association of REALTORS®, and
Lawrence Yun, Chief Economist and Senior Vice President of Research at the National Association of REALTORS®.




The report according to recent data provided by Denver Metro Association of Realtors
Market Trend Committee showcases the December market transactions encompassing the
11 countries of the Denver Metro Area: Adams, Arapahoe, Boulder, Broomfield, Clear

Creek, Denver, Douglas, Elbert, Gilpin, Jefferson and Park.

2021: $ 30,793,337,134
2020: $ 26,382,188,411
2019: $ 22,484,995,632
2022 2021 2020 2019 2018
2018: $ 21,001,061,971

ACTIVE LISTINGS AT THE END CLOSED LISTINGS YTD
OF THE MONTH
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2022: $ 27,176,018,476
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The report according to recent data provided by Denver Metro Association of Realtors
Market Trend Committee showcases the December market transactions encompassing the
11 countries of the Denver Metro Area: Adams, Arapahoe, Boulder, Broomfield, Clear

Creek, Denver, Douglas, Elbert, Gilpin, Jefferson and Park.

2018: $ 5,743,722,268 022 2om 200 2018

ACTIVE LISTINGS AT THE END CLOSED LISTINGS YTD
OF THE MONTH
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2022 MONTH OVER MONTH RECAP (DETACHED SINGLE FAMILY HOMES)
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MONTH END ACTIVE LISTINGS VS SOLD LISITNGS
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NEW LISTING DETACHED VS ATTACHED
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ABOUT GLASS PROPERTIES GROUP

“We help our clients build wealth through Real Estate.”

The Glass Properties Group has several years of experience in marketing and
selling homes in the urban Denver neighborhoods and the surrounding
suburbs.

For Home Sellers, the team delivers superior knowledge of the area and
market values, and premium real estate marketing services to help sellers get
top prices for the sale of their homes. For Homes Buyers, the team's
expansive connections and fierce negotiation tactics, help buyers get the best
deal possible for their dream home!
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