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Market Status: Expectations for 2024

The challenges facing the residential
real estate market in Florida are well
known at this point: limited supply of
existing homes for sale is keeping
prices persistently high, while interest
rates remain elevated. This double
whammy is making the monthly
mortgage payment out of reach for
many looking to enter the market. For
those who already own a home, the
prospect of giving up a low interest rate
for something new seems difficult.

While conditions are difficult, they
have also brought some stability. Rates
are high, but the climb appears to be
in the rearview mirror. Prices are high,
but fewer buyers are holding out hope
for a major decline. Stability is fertile
ground for deals and 2023 offered little
good news beyond that. Closed sales
are below trends set in 2020-21, but are
in line with what was observed in the
latter half of 2022 when rate hikes really
kicked in.

The highest median sale price in a
single month for a single-family home
in Florida was $420,000, which was set
in May and again in June 2022. The
same peak price was set during the
same period in 2023, after softening
during the back half of 2022. While
prices have cooled again coming off
this summer peak, they have remained
closer to that high water mark this year,
coming down less than 5% through
the remainder of 2023. This shows
resilience in the market, as buyers are
finding ways to continue to transact.

Still, this price level has never been
observed in Florida, marking an import-
ant moment for affordability in a state
that has always relied on its low cost
of living to attract people across age
groups and income levels. Florida's
median household income in 2022 was
$63,062, which typically can afford a
home in the low $200,000 range. Now,
an income of approximately $120,000
is needed to afford the median-priced

home in Florida today. While wages
have increased somewhat, they
certainly haven't doubled. This
disconnect is important to digest
as we continue to work through the
challenges of today’s market.

2024 will hopefully offer some relief
to the housing market which moves
forward despite these challenges.
Many hope for interest rates to reverse
direction, which would encourage
buyers to get off the sidelines and may
help sales pick up steam. This may
be in the cards depending on what
happens in the broader economy—
there is certainly a lot to watch in the
coming year. ®

Those Who Bought or Refinanced in
2020-2021, and Those Who Didn‘t
For those who currently own, selling
and entering today’s market as a buyer
won't likely resemble the last time you
were there on the buy side. Prices and
interest rates are well above their level
just 18 months ago, leaving you with
less purchasing power than last time.
For those looking to buy for the first
time, affordability drifts off like a
wayward balloon.

The Locked-In Owner is disincentiv-
ized to transact, keeping listings low.
Active inventory, or the number of
homes currently on the market, has
been on an upward trajectory this
year after bottoming out during the
pandemic. Still, these owners are likely
sitting on a fair amount of equity, so
when conditions improve, they will
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BY THE NUMBERS

Interest Rates on 30-year fixed

mortgage

° Peak in 2023: 7.79%

° Median in 2019: 3.94%

* Difference: 98% increase

* Highest rates since Clinton was
president in 2000

Median Sale Price

° Peak in 2023: $420,000

° Median in 2019: $264,000

° Percent Change: 59% increase

* Highest prices in Florida’s history

Monthly Mortgage Payments
° Peak in 2023: $2,064
* Median in 2019-2020: $1,100

* Percent Change: 88% increase in
three years

* Highest payment amount since
we started recording data in 2008

probably have quite a bit to work with in
their next deal. Currently, the number
of homes on the market is about 40%
lower than around this time in 2018.

The Locked-Out Buyer is someone
who wants to own a home, or trade up
or down, but can't find what theyre
looking for in the existing homes
market. Or they may be able to find it
—but can't afford it because of the high
price and higher interest rates.

Increasingly, these buyers are looking
toward new construction, which may
offer better terms, such as lower
near-term interest rates and other
builder incentives. ®
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Priced-out Floridians
often look to Georgia
and the Carolinas
where housing costs
and insurance
premiums are lower.

METRICS TO WATCH
° Active Listings
> Muted as sellers are reluctant

to list, particularly if they
also need to buy

* New Listings + Active
Inventory:
> Both up Y/Y as more owners
list and cash out on historic
levels of equity

* Months Supply of Inventory
> Nearly double Y/Y and
edging market toward a
more balanced market

* Median Sale Price
> Limited inventory and healthy
demand have helped push
pricing back up toward peak

* Median Percent of
Original List
> Off 100% seen in 2021, but
gaining in 2023 toward full ask

What metrics tell us about 2024

> Fewer Closed Sales but
continually high Median Sale
Prices results in strong Dollar
Volume in 2023

> New Construction was a
viable alternative to Existing
Homes in 2023—which may
shift as listings improve
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The Unifying Painful Variable:
Homeowners Insurance

Whether you have a low or high interest
rate, if youre an existing homeowner, there
is one variable that unites us all: your
homeowners insurance premium. This has
likely increased significantly from 2022,
making even those with lower mortgage
payments sweat the monthly increase
needed to cover that premium.

Data on this aren't easy to find but we
do have some anecdotal evidence that
premiums have shot up significantly in
2023, often by 40-60%, over the last year
as the impact from recent hurricanes has
made their way into annual renewals.

While the Florida Legislature did pass
some reforms aimed at shoring up the
insurance industry, experts indicate it will
take a while for those measures to trickle
down to the average homeowner by way
of lower rates.

Looking back at recent years, Florida’s
annual property insurance expenditures
for owner-occupied homes from 2018-22
have been persistently above neighboring
states, and the rate of increase has been
higher during that time as well. ®

Percent change in Total Expenditures
on Homeowners Insurance for Owner-
Occupied Single Family Detached
Homes from 2018-2022

Source: Author’s calculations from the American
Community Survey 1-year Public Use Microdata Series files.

Florida’'s Employment Mix is Changing—
Leading to Higher Wages

The mix of Florida's workers is changing
as we are attracting more higher-wage
jobs now than before the pandemic.
Florida's story has been evolving for
some time, and we are now starting to see
some interesting trends in who's moving
and working here. First, Florida is attracting
more high-wage jobs now than before
the start of the pandemic. Looking at the
change in employment during that time
and sorting for the most lucrative profes-
sion categories, Florida is making massive
gains in industries offering wages well
above the median income of $63,062.
Most notably is the job trend in transporta-
tion, warehousing and utilities, which

offers a median annual salary of over
$90,000. This sector has grown nearly
30%, well above the national trend.
Professional and business services, as well
as finance and insurance jobs, have also
grown twice as fast in Florida compared
to the U.S. media, publishing and telecom-
munications, which boasts a median
income of $153,703 per year, is another
sector where Florida jobs have grown
twice as fast compared to the U.S. Florida’s
overall employment growth is just shy of
three times the nation’s, showing that
across all industries, Florida is expanding
our employment base. ®

Percent Change in Payroll Employment from September 2019 to September 2023
M us. M Florida

3.6%
Total Employment
o ‘0

Media/Publishing/Telecom
$153,703* 12.6%

Professional and Business Services
$08.178"

Transportation/Warehousing/Utilities
$01,612*

Finance and Insurance
$82,378* 16.5%

*Average Annual Wage in Florida



2,000+

YOUNG PROFESSIONALS
ages 26-34, earned

$200,000+

10,000+

PRIME WORKING AGE
ages 35-55, earned

$200,000+

Wealth Migration Not Just People Migration

Florida was certainly a net recipient of
in-migration during the pandemic. The
latest estimates from the US Census
Bureau show Florida’s population is
growing by 2% annually, the highest rate
among all 50 states. That equates to over
1100 net new Florida residents each day.
In-migration cuts across all types of
people, but we're starting to see not just
an influx of all people, but specifically,
wealthy people and high-wage earners.
Some of these are remote workers who
are paying Florida prices but earning
California or New York wages. In fact,
New Yorkers and Californians are moving
quickly—these states had the highest
migration losses in 2022—at nearly
300,000 and 340,000 respectively.
Others are finding lucrative in-person jobs
here in state. According to IRS data
comparing 2020 to 2021 returns, Florida
had a net in-flow of over 2,000 young
professionals (ages 26-34) that earned
over $200,000—the highest in the
nation. For those in their prime working

years, 35-55, Florida had a net inflow of
over 10,000 workers that earned over
$200,000 per year.

Wealth migration typically was the story
for retirees who cash out of expensive
coastal areas elsewhere and live large in
Florida’s sunshine during their golden
years. Hot locations for these people
included the Naples and Palm Beach
area, as well as parts of the Panhandle
and northeast Florida. These areas catered
to this demographic who required
healthcare and wealth management
services as top priorities. With wealth
also coming in at younger ages, that
demographic has different priorities.
They need schools and offices, daycares
and business centers. This younger age
group has the potential to change the
economies around them for a long time.
Understanding this potential shift in
clientele is key to focusing messaging
and services to this younger and
wealthier demographic. ®

Percent of People Who Move to Florida by Origin State

NEW YORK 9.1%

MICHIGAN 2.3%
ILLINOIS 3.5%

MASSACHUSETTS 2.6%

NEW JERSEY 4.5%

OHIO 2.8%PENNSYLVANIA 3.8%

CALIFORNIA 4.4%

VIRGINIA 2.6%
NORTH CAROLINA 2.4%
TEXAS 3.6% \GEORGlA 4%

FLORIDA

Source: National Association of Realtors analysis of U.S. Census Bureau, Vintage 2022 estimates

MARKET DYNAMICS:
TAKEAWAYS

* Inflation is getting better,
indicating the fever may
have broken

* Interest rates may have room
to slide down gradually

* Higher sale prices for homes
will linger longer as demand
improves

* Consumers may feel relief
throughout the economy

Result

* More owners may list as more
buyers emerge

* Buyers may be encouraged by
any meaningful drop in IR

* Consumer confidence may
improve as other prices soften

Always Remember...

* Residential real estate is not like
most commodities—people
have to move for life events

* Clients “Marry the house,
date the rate”

* Semi-creative financing
(IR buy downs, reducing list to
accommodate for IR monthly
cost increases, ARMs) are still
out there

* Stability is fertile ground for
deals to emerge
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Wealth’s Impact on Housing

As the demographics of Florida
continue to shift, the impact on the
housing market can be felt in several
ways. Most notably is the collective
impact higher prices have on the value
of Florida’s housing stock. As of June
2023, Zillow estimated that the total
value of Florida’s housing stock had
surpassed that of New York and

now trails only California.

This is a remarkable moment for
Florida as the housing market is no
longer tied just to local wages but is
also impacted by the in-migration of
wealthy people and remote workers.

It should be noted that California and
Texas are still larger markets, and Florida
is coming off a low basis in terms of

the starting point—just a few years ago
the Median Sale Price for a single-family
home was in the low-200's. Still, this
surge in value is a notable moment

in 2023.

And, this run-up in prices—a nearly
50% expansion on average in prices
throughout the state in three years—

has never happened here before.
Time will tell if it can be sustained. The
chart below shows the difference by
Metropolitan Statistical Area, where
some areas have seen home prices
double during this time, but a range
between 45-80% is typical by area,
and 99% in the Naples MSA. @

Source: Zillow, Sept. 2023

Headwinds to Migration

Economists often present issues on
both sides: on the one side, there's the
trend of strong in-migration, but on the
other side is some potential negative
impacts this has on the existing popula-
tion. With more young and wealthy
people calling Florida home, what does
this mean for everyone else?

Retirees—Still Coming,
But Can They Stay?
Bankrate, a consumer financial services
company, ranked all 50 U.S. states
based on several factors including
affordability, overall well-being, health-
care quality and cost, weather and
crime. According to the study, Florida
ranked No. 8 in the nation for the best
place to retire in 2023. Typically, Florida
appears in the top five.

Affordability was the most heavily
weighed factor, and the main reason
Florida didn't make its usual top five

spot. Inflation was uniquely higher
in Florida relative to the U.S. due to
increasing housing costs. So, while
Florida may be the dream for those
spending their working years in
colder climes, the reality may be
different once retirees get here
wearing their golden watch.

The other issue facing retirees,
particularly those who already own
their house and may not be impacted
by today’s housing costs, is the
skyrocketing cost of homeowners
insurance. This can add a significant
layer of expense to those on a
relatively fixed income. While owners
who own their houses free and clear
are not required to carry insurance,
the risk is significant to those who
decide to “go bare.” Those with a
mortgage, obviously, cannot escape
this expense. In 2022, 23% of

50%

Expansion
on average
prices
throughout
the state
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single-family detached homes that
are owned outright did not pay for
(and therefore are assumed to not
carry) property insurance . It is
expected that more people will join
this group in the wake of hefty 2023
insurance renewals.

When conditions like this material-
ized in the past, most recently in the
wake of the insurance premium cost
hikes following the 2005 hurricane
season, some retirees looked to
Georgia and the Carolinas as
alternatives to Florida. We may see
this trend in the coming years as
retirees contemplate being able to
stay here. And while Florida has
always been known to be hot, steadily
increasing temperatures and other
climate-related impacts, including
larger storms, are making the state
seem a little less hospitable overall. ®
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