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Earnings are up... 7o\
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but Barely keeping up with Inflation
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Source: Bureau of Labor Statistics, GMU Center for Regional Analysis
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Consumer Price Index \ B

Median CPI
4.5%

Source: Federal Reserve Bank of St Louis




Interest Rates on the Rise 7D
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7\ s Primary Mortgage Market Survey®
Freddle MaC U.S. weekly average mortgage rates as of 02/15/2018

4.38%
30Y FRM

- 3.84%
[ 15Y FRM

3.63%
5/1 ARM
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Residential Construction Up \ SR

US Housing Starts and Permits
 Builder confidence seasonally adjusted annual rate in thousands

high

e Housing starts up
10% in January

e Permits climbed
7.46%
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Source: US Census Bureau




Economy Overview
What makes our area unique?

- Many high paying jobs

» Impact of government workers
-Budget uncertainty?

« Housing Prices are HIGH

«Housing Inventory is low
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Annual Job Change — Northern VA are
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(Ranked by Size in 2016)

Prof. & Bus. Svcs
Educ & Health Svcs
State & Local Govt
Retail Trade
Leisure & Hosp.

Federal Govt.
Other Services
Financial
Construction
Transp. & Util.
Information
Wilse Trade
Manufacturing

Job Change by Sector
Dec 2016 — Dec 2017
Northern Virginia
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Source: Bureau of Labor Statistics (Not Seasonally Adjusted), GMU Center for Regional Analysis
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e Fairfax City Arlington Alexandria =—Falls Church ==NVAR Region Fairfax County
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Source: Bright MLS. Statistics calculated 2/5/2018
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Inventory
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Tax Law Changes Overview
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1. Mortgage interest deduction (MID)

» capped at $750,000, down from the previous cap of $1
million

2. State and local property tax (SALT) deduction

* limits homeowners to deductions on their first $10,000 in
SALT

3. Standard deduction

«doubles the previous standard deduction to $12,000 for
single filers and $24,000 for joint filers.




Mortgage Interest Deduction
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Active Listings

M Listed Above $1,000,000 M Listed above S800,000

43% 43%
31%
23%
10%
7%
(o]

NVAR Fairfax Arlington Alexandria Fairfax City Falls Church

Source: Bright MLS. Statistics calculated 2/5/2018
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Source: Bright MLS. Statistics calculated 2/5/2018
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Home Sales in 2017

M Sales Above $1,000,000 M Sales above $800,000

8%

NVAR Fairfax Arlington Alexandria Fairfax City Falls Church

Source: Bright MLS. Statistics calculated 2/5/2018
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mmHome Sales ==Percent of total Home Sales
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Source: Bright MLS. Statistics calculated 2/5/2018
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Property Value

B Value Greater than $1,000,000 B Value Greater than $750,000

14%

Fairfax Arlington Alexandria Fairfax city Falls Church
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SALT Deduction Capped \ B

Single family homes and condos where the most recent
property tax bill available was more than $10,000.

1%

_oc o NE

NVAR Fairfax Arlington Alexandria Farifax City Falls Church

Source: ATTOM Data Solutions, https://www.attomdata.com/news/home-prices-and-values/which-county-housing-markets-could-be-most-impacted-by-gop-tax-proposal/



https://www.attomdata.com/news/home-prices-and-values/which-county-housing-markets-could-be-most-impacted-by-gop-tax-proposal/
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Standard Deduction \ G
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A rise in standard deduction diminishes tax incentives for
home buying

» Percent claiming MID: 21% to just 4% of all taxpayers

Source: Tax Policy Center, http://www.taxpolicycenter.org/sites/default/files/publication/136906/2001015-effects-of-reforms-of-the-home-
mortgage-interest-deduction-by-income-group-and-by-state o.pdf

* New law: In 64 % of D.C. area homes it makes sense to itemize
rather than take the standard deduction.

« Down from 98% percent before.

Source: Zillow, https://www.zillow.com/research/mortgage-interest-deduction-750k-17620/



http://www.taxpolicycenter.org/sites/default/files/publication/136906/2001015-effects-of-reforms-of-the-home-mortgage-interest-deduction-by-income-group-and-by-state_0.pdf
https://www.zillow.com/research/mortgage-interest-deduction-750k-17620/
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Possible Implications? \ R

« Complicate Inventory
« Negative Impact on First Time Homebuyers

e Home Prices

Expect little long term effect; Tax considerations are only one influence on
the home buying decision
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Discussion \ =g

Did/ Do MID and SALT taxes have a homeownership incentive?
2. Is any of this even going to have an effect on the market?

3. Areyou seeing any behavior changes in your customers ?




Thank You

Further Questions?

Spencer Shanholtz
sshanhol@gmu.edu
cra.gmu.edu
@GMU_CRA
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