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WINTER/SPRING 2023 UPDATE AND OUTLOOK

Every year starts off with experts making claims about where we are
headed and headlines creating alarm about market trends. Both of
these generally serve to confuse or mislead buyers and sellers leaving
them wondering what their next move should be. In an effort to help
create some clarity, it is our goal here to paint a picture of what we are
seeing happening in the market, economy, and in the minds of our
clients. We think that by taking a step back and looking at things from
a 30,000-foot view, we are better able to remove the emotion that often
leads to decisions that people regret. We hope the information on the
following pages will help give you comfort in knowing that although
there are certainly changing market conditions, this can be a great
opportunity for buyers and sellers alike.

INFLATION AND ECONOMY

If you’ve filled your car up with gas, gone out to dinner, or really
purchased anything recently, you have certainly felt the pinch of
inflation and increased costs across the board. There are a number
of reasons for this and we have touched on a few of them in past
editions (see QR code in Buyer’s Corner). Inflation has been a factor
for as long as any of us can remember, so why has it made so many
headlines recently? The first part of this is that the rate of inflation that
we have seen over the last year is higher than we have seen in nearly
40 years (see Chart 1). The second part, and the reason this is really
hitting home for so many people, touches on affordability. In the past
couple of years, we have seen a shift where although people’s wages
have increased overall, the prices of goods have increased even more
(see Chart 2). This creates an environment where people can’t keep up,
and it is at least one of the reasons housing affordability has been such
a hot topic.

However, there is good news on the horizon as wage growth has
continued to climb while inflation has started to wane. Closing the
gap between wage growth and inflation and establishing a better
balance between these two data points is a key component in overall
affordability. One of the reasons for this drop in inflation has been
the Federal Reserve’s aggressive pattern of raising the short-term
lending rate over the last twelve months. This has put a damper on the
upward trend in prices by making it more expensive to borrow money
and curbing the demand for goods and services. The big question is
whether this is being done too quickly and whether that will lead the
country into a recession. Although this certainly would affect people’s
immediate financial situations, owning a home has historically been a
positive thing during recessions and has led to price growth in five of
the last six recessions.

HOMES FOR SALE

Every year we see the number of properties available for sale move
in a fairly cyclical pattern. The amount of homes for sale (supply)
typically rises from January until some point in the summer and then
falls throughout the rest of the year. With the exception of 2020, this
pattern has held relatively true to form and we would expect that this
will remain true in the year to come. The big question this year will be
how much of a surge in inventory will we see this spring. A few factors
at play are the following:

«  Somesellers have come to terms with the fact that they likely can’t
get aspirational prices anymore, causing some pause on whether
to sell.

«  Most homeowners who refinanced in the last couple of years and
currently have an interest rate that is near 3% don’t like the idea of
selling and rebuying at 6-7%.

«  As expected, builders have pulled back on their production and
many have begun holding off on construction until there is an
accepted offer on the property. This will also keep homes off
the market.

ALETTER FROM THE TEAM

«  On the flip side, there are a number of sellers with properties
available for sale as pocket listings in an effort to keep Days On
Market low. If these properties become available on the MLS, this
will cause the number of homes for sale to rise and offset the
pressure of the first three on this list.

+  According to a local report, there were 6,500 net new residents in
Central Oregon in the first year of the pandemic. Since 2022 data
isn’t in yet, if we assume this trend continued in the second year,
that would put 13,000 new people in Central Oregon. If a small
fraction of this number decides that Central Oregon isn’t right
for them, or has their employer force a return to work, this could
increase the number of homes hitting the market.

As we progress into spring and the forces above come into play, we do
foresee anincrease in the inventory of homes for sale. However, we still
sit at a historic low of available homes, and a tripling of the inventory
would still be seen as a balanced market (see Chart 3) making a
dramatic swing in prices unlikely.

BUYER PATIENCE

Although there are plenty of factors that affect buyer demand, we think
that without question, one of the largest factors that we have seen
affect buyer motivation and ability is mortgage rates (see Chart 5). The
rate increases and stock market declines in June and September had a
noticeably negative impact on local buyer activity with Pending sales
in both of those months dropping significantly as compared to years
past (see Chart 4). We believe that this is still very reflective of buyer
patience and not an overall lack of demand for the following reasons.
First, the drop in rates in late July/early August led to an unexpected
bump in the number of Pending sales in August. That would indicate
that many buyers didn’t disappear completely, they just sat on the
sidelines for a bit. The second reason is that despite days on market
increasing overall, there are still a large number of homes selling very
quickly. In Q4 in Bend, roughly 26% of the homes went Pending in less
than one week. For comparison, in 2019 in that same period of time,
only 21% of the homes went Pending that quickly. The reason it feels
so different right now is that in 2020 and 2021 these stats were closer to
40-50%. The buyers appear to be ready and willing to act when a home
is presented well and priced accurately. However, when the home has
deferred maintenance and is overpriced, buyers have shown that they
are no longer willing to buy at all costs. In the Buyer’s Corner section,
we will dive a little deeper into other factors influencing buyers and
how they could affect demand.

FINALTHOUGHTS

Without a holistic understanding of the real estate market, change
can be scary. Some are fearful as their only experience with housing
market change was the 2008 financial and housing meltdown, yet we
know that we are in a very different market. The Bend economy is more
diverse, housing inventory is 15% of what it was in the late 2000s, and
foreclosure rates are near an all-time low, all making it more stable than
ever. As with all real estate investments, we feel that those done with a
long-term horizon in mind and with an informed plan will stand the test
of time. As always, we are here to empower you to make housing the
foundation for a prosperous life here in Bend. We welcome you to reach
out to help discuss your property needs, both now and in the future.
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STATISTICS
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In the fall edition of this report, we discussed the
percentage of the market made up of cash transactions,
- first-time homebuyers, and cancellation rates of

purchases. For a more in-depth discussion on these
E topics, please scan the QR code to the left to access the

data. Given that many of the trends discussed in that
report have remained consistent, we will instead focus on some topics
that should really be on buyers’ radars this year to see who they will be
competing against and at what cost.

HOUSEHOLD FORMATIONS

We bring this up in relation to buyers but this can really apply to
sellers as well, since this information helps us determine how many
people or families may be coming into the market. We have witnessed
new households increasing at a rate that hasn’t happened in almost
20 years.
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One of the largest factors is that millennials are stepping into the market
for the first time. They are going from living with friends or family to
purchasing their own homes and currently make up 43% of the buyer
market. With the largest share of the roughly 73 million millennials at
their peak homebuying years (30-34 years old), economists see this trend
holding strong for the next five to seven years. Another reason affecting
household formation is the ability to work remotely. As people living in
higher rent areas with two to three roommates were given the option of
working remotely and living somewhere else on their own, this promoted
new household formation. Nationally, it is estimated that 5% of workers

A savvy seller who wishes to maximize the value of a real estate asset
would do well to consider the following when embarking on the selling
process. Good news, we can help with each of these.

Price accurately at launch — Gone are the days of extrapolating wildly
from your neighbor’s sale a few months back and it is more important
than ever to launch with the appropriate price out of the gate. Some
recent trends have shown that sellers have actually started recognizing
this as we saw the number and size of price reductions both decrease to
close out 2022.

Ensure your home is in top condition — Homes that are clean, well-kept,
and presented with care sell faster and for more money than homes
with deferred maintenance. Take the time to take care of those lingering
projects, enhance the curb appeal, or declutter inside. None of these
have to be overwhelmingly costly and have a huge impact on the feel of a
house. Most buyers purchase based on emotion and feel, so let’s get the
buyers feeling at home even before they enter.

Prepare for time on market — It will remove a lot of the stress and
headache of selling if you go into it with the right mindset. Simply put,
selling in a day is no longer the norm. The average Days on Market in
Bend is now closer to historical averages and in excess of one month (see
Chart C). The good news is that when you do a number of things on this
list, your home can still sellin a reasonable timeframe. In fact, despite the

BUYER'S CORNER

SELLER'S CORNER

were remote prior to the pandemic, but in mid-2020 about 60% of the
workforce shifted to remote work. Since then, we have drifted to about
30% of the workforce still working remotely, and this has stayed relatively
consistent over the last year (see Chart A). It would appear that the fear
of being called back to work is not as widespread as previously thought,
and for the time being, this will continue to be a viable option for buyers.

INTEREST RATE EXPECTATIONS

People often think that Federal Reserve interest rate changes are what
drive mortgage rates, but this is not entirely accurate. Mortgage rates are
actually very closely correlated with movements in the yield for the 10-
year treasury note and there is normally a consistent spread between the
two (see Chart B). What we saw at the end of 2022 was that the spread
between treasury yields and mortgage rates was higher than it has been
in some time. This is very likely because banks are adding a premium to
rates knowing that buyers will likely refinance if rates should fall again in
the coming year(s). We don’t know if this will be the new norm or if this
will come back inline, but without a doubt, the number one thing you can
do is talk to your lender in advance and discuss what kind of payment
you can afford and what your loan options look like. With things like
interest rate buydowns and adjustable rate mortgages, there are options
for buying now and protecting yourself against future rate increases. At
the same time, if rates drop in the future, you can use a refinance to take
advantage of this and lock in a lower rate. If you can afford the payment
now, you don’t have to sit on the sidelines, you just need to be aware of
your options.
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strong shift in the market last year, about 26% of Bend homes in Q4, 2022
sold in less than a week.

Carefully select your representation — A sign in the ground, some
photos, and a listing in the MLS simply doesn’t cut it anymore. The sale
of your biggest asset requires a plan in place and a team to execute it. To
ensure you have the right agent to achieve your goals, begin by asking
more about how they plan to sell your home than simply the price at
which they plan to list it. Questions such as: “What is the marketing plan
for my home, both before and after launch?”, “How do you plan to reach
out-of-town buyers?”, “What can you tell me about your broker-to-broker
network?”, and “What are your recent results in selling homes like mine?”
are all excellent conversation starters. It makes sense to meet with a few
agents and select the one that knows how to deliver results.
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RESOURCES

THE DIFFERENCE IS EXCELLENCE

Working with us gives you a stress-free experience as we
confidently guide you to a successful outcome.

What’s unique about The Ladd Group is that our team is built around making sure you achieve your
goals in a seamless and effortless manner. Our team covers it all, with in-house experts in marketing,
videography, transaction management, operations, and sales.

P

Your Operations Transaction Marketing
Home Manager Coordinator Director

Results

OUR WHY OUR PROCESS OUR RESULTS

eir personal and financial and selling by supp

goals through strategic real clients at every stage with a
estate investment. dedicated team of experts. guiding buye

succgssful purchases.

RESOURCES

Visit our digital resources for more information on trending real estate topics and up-to-date market statistics and data.

YouTube Videos Stats & Data Results
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CONNECT WITH A LADD GROUP EXPERT TODAY!
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Jaclyn thoughtfully and effectively helpedusto  °
craft an offer that would be accepted, even under
some unigue circumstances. She earned our
complete trust and loyalty during every phase of
the process. We consider ourselves fortunate to
have had her as our Realtor!

Working with the Ladd group made buying e
our new house feel like we had our best friend
looking out for us— and hey, maybe we did
make some new best friends! Because we felt
truly understood from the beginning and our

team supporting us.

My wife and | contacted Erin regarding several homes in the Bend area and she quickly responded with prospective meeting times and other possible
homes that might satisfy our wish list. She was always very kind, very responsive and was happy to help with any issues or questions that we had.
We settled on a new home and during the build process, she generously guided us along each step of the way and was very helpful with the types of
questions we should ask the builder. She helped in negotiating our offer and even helped us get more features added on to the house! Without a doubt,
| cannot imagine a better home buying experience. The next time we are looking for a house, Erin will be our first pick.

Y

Y ((

was professional, kind, knowledgeable and
acted fast. We couldn't have had a better

The Ladd Group is honored to
best interests put first. Our broker Erik Chapin be among the top 100 Sotheby’s

agents and teams worldwide.
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Cascade
Hasson

Lapp GRoup  SOtheby's

650 SW Bond Street Suite 100
Bend, Oregon 97702

Steve at the Ladd Group was simply amazing. He  °©

worked with us for over 2 years to find the perfect

home and worked tirelessly as our advocate to make
sure that we got the right price for the right property.
If you are looking for property in Bend, you should
look no further than Steve, at the Ladd Group.
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We worked with Bryan Hilts with the Ladd
Group to buy our home in Bend. Bryan is
a true professional. He made the entire
process pleasant and efficient!

”

Alice Fairbairn of The Ladd Group was
recommended to us for the purchase of our
first home in Bend and we are so thankful. Alice
is extremely knowledgeable, hard working, to-
the-point, and a pleasure to work with. We truly
feel that we could not have done it and had the
results we did without her! Thanks, Alice!
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Brokers licensed in the State of Oregon. Each office is individually owned & operated. &



