Why Pricing Matters
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In this illustration, let's break down how list price, interest rate and purchasing power are interconnected.

WHAT WE KNOW:

* Interest rates are going up. The federal reserve has committed to halting inflation and in an effort to
“cool” the economy, multiple interest rate hikes have been promised.

* The average national home value appreciation over a 10-year time period is over 7%; in Southern
Nevada that number is over 12%.

* Despite recent increases in homes hitting the market, the current available inventory (the number of
properties for sale) is still less than half of that in the years preceding the global pandemic.

With this knowledge in mind, buyers that plan on obtaining a mortgage are shopping for a monthly cost.

The illustration above demonstrates how an interest rate gain of 1% requires a 10% adjustment in price

cost in order to have the same monthly payment. With each interest rate increase, the purchasing power of
buyers decreases. For sellers, understanding this math equation is crucial to correctly pricing their property
in today’s (not yesterday’s) market. Keep in mind that sales prices achieved 4 — 6 months ago were supported
by stronger buying power.
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The numbers on this chart represent only principal and interest and is a best estimation and not to be relied upon to make any financial decisions.
Please contact your CPA, Lender and/or Attorney for more accurate information prior to making any decisions
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