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Construction Material Costs are Setting National Average Mortgage Rates
New Records ) Year Fixed Rate Morigag

Even though lumber prices have recently declined, the National Association
of Home Builders (NAHB) says builders are facing some of the fastest
increases of other building material costs in history. The latest Producer
Price Index (PPI) from the Bureau of Labor Statistics (BLS) shows an 0.2
percent increase in the prices of goods used in residential construction (with
the exception of food and energy costs) in July. Those costs had increased 3.0
percentin June.
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David Logan posted in NAHB's Eye on Housing blog that the BLS index shows
those building costs have declined only twice since December 2019 and have )
climbed by 19.4 percent over the past 12 months. As an aside, when food and Mortgage News Daily
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energy are included, the index is up 22.3 percent year-over-year. 30 Yr. Fixed 7.09% +0.07 0.00
15 Yr. Fixed 6.56% +0.03 0.00
30 Yr. FHA 6.62% +0.07 0.00
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Recent Housing Data
Value Change
Mortgage Apps May 15 198.1 +0.51%
For the year-to-date (YTD), the index shows a 13 percent increase as Building Permits Mar 1.46M -3.95%
c.ompared with only 1.1 percent for the same period last year. The 2020 YTD Housing Starts Mar 1.329M -13.15%
figures was apparently not a COVID-19 induced aberration; Logan says the
average change in the index for the same seven month period from 2015 New Home Sales Mar 693K +4.68%
through 2019 was 1.2 percent. Pending Home Sales Feb 756 +1.75%
Existing Home Sales Feb 3.97M -0.75%
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Value Change

Producer Price Index: Inputs to Residential Construction, Builder Confidence Mar 51 +6.25%
Goods Less Food and Energy
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Prior to May, the PPI for steel products had accelerated each month for eight months. In fact, Logan says there were only
three times in the 80 years ended in 2020 that steel mill prices increased by more than 10 percent in a single month. That has
happened four times thus far in 2021. After the respite in May (with only a 2.4 percent increase) the climb resumed in June
and July with gains of 6.2 percent and 10.8 percent, respectively.

Monthly Change of Steel Mill Products Prices
January 2020 - July 2021

DOUOYE [ =mm == mm e e e e e oo e e nen s n e o

A Bt -l -
g
2
=
14
& -
= 10.0%
£2
s
A
~
El Y T SRS NN SN S—
S
a
H
=
a

0.0%

5.0% Lo

:LB ] .\9 i~ :\ﬁ :P :\,() n’D " .1'\ :-b'\ .\"r "l f'l}’ :C\
[CT AR ‘}’a* - B R R .\3@* &S

Theincrease in the price of lumber products has gotten most of the press, however the BLS says softwood prices fell 29.0
percent in July (seasonally adjusted), the largest monthly decline in records dating back to 1947 and nearly three times the
previous record (-10.7 percent) in April 1980. Prices are still 71.9 percent higher than in January of last year and Logan says
that the volatility of lumber prices is still a concern. It remains at an all-time high for a 12-month period.
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Monthly Change in Softwood Lumber Prices
2000 - 2021

Source: U.S. Bureau of Labor
Statistics

Prices for other products have also increased. Gypsum products were up 2.5 percent in July, 15.8 percent YTD and 21.7
percent (non-seasonally adjusted) over the previous 12 months, the largest such growth since July 2006.

Prices paid for ready-mix concrete were unchanged in July (seasonally adjusted) after increasing 1.1 percent in June. Some of
those increases, however, have been problematic on a regional basis. Regional changes have tended to balance out month-to-
month but price gains in the Northeast and West have far outpaced those in the Midwest and South over the past four years.
Since July 2017, prices paid for ready-mix concrete have increased by roughly 20 percent in those two regions but only 9
percent in the Midwest and South.

Logan recaps changes in other building products in the chart below. He notes that the Construction Materials index is
particularly salient as Congress nears agreement on an infrastructure package. It is more heavily weighted with products
used in large amounts in building "traditional" infrastructure like roads, rail, and bridges and that could drive prices higher
for all construction projects.

Change in Prices, Other Indexes
July 2021

Goods used in residential Millwork (SA) Prepared asphalt and tar Construction materials
maintenance and repair (NSA) roofing and siding products (NSA)
(NsA)

m Year-to-date m12-month
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Listen, Analyze, Solve

David started in the mortgage industry in 2001 and has kept the same philosophy from day one: "Keep the client’s best
interest at the forefront of every transaction." What works for one client will not necessarily work for the next. David first
listens, then evaluates and finally researches options making sure all possibilities have been considered. Once the proper
path is determined, David works to make the process as quick and painless as possible, providing excellent service and

communicating every step along the way.
David Hanks g
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