
“Your Stepping Stone To A Golden Life”



Is the Housing Party Over AND Has 

The  Hangover Begun?

Only When The Tide Goes Out Do 
you Know Who Has Been 
Swimming Naked

- Warren Buffet
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Most Recent Headlines
•Mortgage Demand Lowest in 22 years

•Mortgage Refinancing Down 86% since 
same time last year

•Sacramento among top 30 MOST 
COOLING markets 

Please see disclosures at end of presentation 3



Speed & Magnitude of Interest Rate Increases Across Cycles

4

Disclosures: Data is sourced from Federal Reserve. July 2022 projection based on CME FedWatch Tool as of 6/30/2022.
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Higher Interest Rates Start to Impact the Housing Market

5

Disclosures: Data is sourced from Federal Reserve, National Association of Realtors, and University of Michigan.
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❷ Housing Buying Conditions

3,000

4,000

5,000

6,000

7,000

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

❸ Existing Home Sales (000s)

-20%

-10%

0%

10%

20%

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

❹ Case Shiller Home Price Index (1-Year Change)

Rising Interest Rates Push 

Mortgage Rates Higher…

... Which Weakens Home 

Buyer Sentiment …

... Which Translates 

into Fewer Buyers…

... & Could Stall 

Home Price Growth



NAHB/Wells Fargo Market Homebuilder 
Confidence Down 55%  YTD



Home Builders

Stock Price 
Performance 





New Home Sales Are Declining (-11%)

Please see disclosures at end of presentation 9



New Residential Construction 



Existing Home Sales Declining



Existing Home Sales Declined 
26%+

-1.69

(-26.04%)



Existing Home Sales Median Prices Declining



Existing Home Sales Median Price Declined 7%+

-29.00

(-7.01%)



Homebuyer Affordability Declined 
45% since 1/21

-83.40

(-44.41%)

-37.80

(-26.58%)



First Time Homebuyers 

Housing Affordability –

NAR Index  DOWN 43%

-50.80

(-42.76%)

-28.10

(-29.24%)



Multifamily Units Starts for Rent Going Up



New Multifamily Apartment Units Completed 

Down 40%

-34,110

(-

39.50%)



Rental Vacancy Rates U.S.  Down 18%

-1.2 PP

(-

17.65%)



Median Asking Rent in the U.S. Climbing



Affordability 

Distribution 
Curve & Score 

– NAR 



REALTORS® 

Affordability 
Distribution 

Curve and 
Score Deep data and charts for 

cities and states you may want to choose to 

download.

https://www.nar.realtor/research-and-statistics/housing-statistics/realtors-affordability-distribution-curve-and-score
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Are We There Yet?  

(Recession That Is……..)



History of U.S. Recessions

Please see disclosures at end of presentation. 24

Disclosures: Data sourced from the Federal Reserve. This analysis is based on nominal GDP growth and contractions. The severity of each recession is calculated as the change in GDP from the peak quarter (before the

recession) to the trough quarter (end of the recession). The Great Depression is the only recession that is calculated from1929 to 1933.
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An Economic Recession is defined as significant 

decline in economic activity, typically recognized 
as two consecutive quarters of economic decline. 

Recessions often occur in conjunction with other 

economic indicators, such as a slowdown in the 

housing market and/or a rise in unemployment.  
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'15 '16 '17 '18 '19 '20 '21 '22

U.S. GDP: QUARTER-OVER-QUARTER CHANGE (SAAR)

Source: Haver Analytics (historical), Bloomberg (consensus estimates). Q1 2015 to Q2 2022 are actual, Q3 2022 to Q4 2022 are consensus estimates. GDP percent change is on a quarter over quarter seasonally adjusted annual rate (SAAR) basis.
There can be no assurance that any of the projections cited will occur. Gross domestic product (GDP) is the monetary value of all finished goods and services made within a country during a specific period.

(Estimates)

1.4% 1.0%

http://www.ftportfolios.com/


Unemployment Rate & Job Openings

Please see disclosures at end of presentation. 27

Disclosures: The Unemployment Rate represents the number of unemployed as a percentage of the labor force. Labor force data is restricted to people 16 years of age and older, who currently reside in 1 of the 50 states or

the District of Columbia, who do not reside in institutions (e.g., penal and mental facilities, homes for the aged), and who are not on active duty in the Armed Forces. Job Openings (Total Nonfarm) is provided by the U.S.

Bureau of Economic Analysis (St. Louis Federal Reserve identifier: JTSJOL). Data sourced from Federal Reserve and U.S. Bureau of Economic Analysis. RHS = right hand side. LHS = left hand side.
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 Unemployment Rate (LHS):  3.5%

 Job Openings (RHS):  11.2 million



Consumer Confidence

Please see disclosures at end of presentation. 28

Disclosures: The University of Michigan Consumer Sentiment Index is a monthly survey that asks consumers questions about their financial standing and views on both the current and future economy.
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The Consumer Sentiment Index is a 

survey asking consumers questions about 
their financial standing and views on 

both the current and future economy.
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Credit Conditions – Delinquency Rates

Please see disclosures at end of presentation. 29

Disclosures: Based on latest available data sourced from the Federal Reserve.
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Bank Loan Delinquency Rates
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 Consumer: 1.7%
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Retail Sales & Personal Finances

Please see disclosures at end of presentation. 30

Year over Year Growth in Retail Sales
20 years of data (retail sales excluding food); 12mma = 12 month moving average

Personal Savings Rate
20 years of data; % of disposable income

Real Personal Consumption Expenditures
20 years of data adjusted for inflation

Household Debt Service Ratio
Percent of disposable personal income

Disclosures: Data sourced fromU.S. Bureau of Economic Analysis, U.S. Census Bureau, and the Federal Reserve.
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Real Personal Consumption Expenditures (PCE) 
is the primary measure of consumer spending on 

goods and services in the U.S. economy



CPI vs PPI
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Disclosures: Data sourced from the Federal Reserve, U.S. Bureau of Labor Statistics. The Consumer Price Index (CPI) measures the changes in the price level of a basket of consumer goods and services purchased by

households. The Producer Price Index (PPI) measures the average changes in prices received by domestic producers for their output (based on Final Demand: Finished Goods Less Foods and Energy).
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The Consumer Price Index (CPI) reflects the 
average price consumers pay over time for 
goods. It s an indicator of the cost of living. 

The Producer Price Index (PPI) measures the 

average price producers pay over time for 
goods and is considered a leading indicator 
at the front of the assembly line.



MACRO
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and services. Core CPI is CPI minus energy and food prices (categories that tend to be highly volatile).
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Source: FactSet. Data from January 2007 to August 2022 (latest data available), year-over-year. The Consumer Price Index (CPI) is a measure of the average change over time in the prices paid by urban consumers for a market basket of consumer goods
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http://www.ftportfolios.com/
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Theinformationpresented is not intendedtoconstitutean investment recommendationfor, oradvice to, anyspecificperson.Byproviding this information, FirstTrust is notundertaking togive advice in any fiduciary capacitywithin themeaningofERISA, the InternalRevenueCodeorany 
other regulatory framework. Financial professionals areresponsible for evaluating investment risks independently and for exercising independent judgment in determiningwhether investmentsareappropriate for their clients.
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Inflation Hits the Cost

of Goods
May2021- August2022

-19.09%

Source:Bureauof LaborStatistics. Asof 8/2022. TheConsumerPriceIndex (CPI)measures inflation (the averagechangein pricesover time that consumerspay for abasket of goodsandservices).

Theinformationpresented is not intendedtoconstitutean investment recommendationfor, oradvice to, anyspecificperson.Byproviding this information, FirstTrust is notundertaking togive advice in any fiduciary capacitywithin themeaningofERISA, the InternalRevenueCodeorany 
other regulatory framework. Financial professionals areresponsible for evaluating investment risks independently and for exercising independent judgment in determiningwhether investmentsareappropriate for their clients.

FirstTrustPortfoliosL.P.|MemberSIPC|MemberFINRA|1-800-621-1675 |www.ftportfolios.com

4.51%

YEAR-OVER-YEAR CHANGE IN PRICE OF SELEC TED ITEMS IN THE CONSUMER PRICE INDEX 

Airfare 33.37%

Natural

Gas

33.01%

Gasoline 25.64%

Food 11.37%

All Items 8.26%

UsedCars 7.78%

Housing 6.74%
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Global Central Bank Balance Sheets

Please see disclosures at end of presentation. 35

Disclosures: Monthly datapoints from the Federal Reserve. U.S. Federal Reserve Total Assets (ID: WALCL), Bank of Japan Total Assets (ID: JPNASSETS), European Central Bank Total Assets (ECBASSETSW).
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6 Month Change in Global Central Banks Assets

 U.S. Federal Reserve:  $8.9 trillion

 Bank of Japan:  ¥7.1 hundred trillion

European Central Bank:  €8.7 trillion

Balance sheets grew as 

global central banks 
supported markets during 
the Covid-19 pandemic.



Federal Funds Rate

Please see disclosures at end of presentation. 36

Disclosures: Monthly datapoints from the Federal Reserve since the 1980s. The Federal Funds Rate is the target interest rate set by the Federal Reserve at which commercial banks borrow and lend excess reserves overnight.
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Mortgage Rates 30 Year Fixed Cross 7% -
Impact on Affordability and Home Prices 
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Concluding Observations
Tailwinds:

• Low Inventories

• Chronic Underinvestment in Housing – Especially in California

• Household Formation Rising

• Millennials Finally Coming Into Wealth 

• Consumer Remains Strong

• Job Market Remains Strong

Headwinds:

• Employer Layoffs Have Begun

• Workers Being Asked Back Into the Office

• Inflation Remains Persistent

• Policy Error by Federal Reserve and Congress

• Severe Recession/Stagflation

What Would It Take To Engineer a Soft Landing?

Please see disclosures at end of presentation 38



“Your Stepping Stone To A Golden Life”


