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Rents have been on the rise for several months
now as demand for rental housing has increased
due to a short supply of homes for sale,
particularly among starter homes, and high down
payments. A recent survey showed that the
pendulum may be swinging in the other direction,
however.
According to a survey of 975 homebuyers
conducted by Redfin
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in May among 36 states

and Washington, D.C., one in four homebuyers reported that it was the high cost of rent that
prompted them to go hunting for a house—a substantial increase from the share reported last
summer. First time buyers drove the increase, with more than 50 percent of them citing high
rents as the reason they were looking to buy a home—more than double the 25 percent
reported in August.
The change is attributable to first-time buyers. In the most recent survey, more than fifty
percent said high rent led them to the market, compared to only 25 percent of first-timers in
August.
“Though enticed by high rents and low mortgage rates to begin a home search, first-time
buyers face a number of obstacles in today’s competitive market,” said Redfin chief economist
Nela Richardson. “In many cities, starter homes have seen the largest price increases because
the supply of affordable homes on the market is so low and the demand for these homes is so
high.”
Even so, the most common concern among homebuyers was still affordability, with one in four
survey respondents naming that as the chief worry. One in five named competition as the
most common concern when buying a home, an increase from one in 10 in November’s
survey.
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“Though enticed by high rents and low
mortgage rates to begin a home search, firsttime buyers face a number of obstacles in
today’s competitive market.”
Nela Richardson, Redfin Chief Economist
With mortgage interest rates at historically low levels (currently under 4 percent), if
homebuyers can get past the down payment obstacle, now is an excellent time to buy,
according to a Zillow report late last year
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.

“(Rates) are currently hovering near all-time lows,” said Zillow Chief Economist Svenja Gudell.
“This helps keep monthly mortgage payments low. Renters can’t take advantage of mortgage
financing each month. Additionally, while home values dropped steeply during the most recent
recession and remain below their pre-recession peaks in most areas, rents have been on a
slow, steady, upward climb for much of the past decade. Finally, income itself—while showing
signs of picking up in recent months
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—isn’t growing sufficiently to keep pace with growth in

rents and is growing far more slowly than it was prior to the recession.”
While high rents may be causing people to search for homes, it remains to be seen how many
will actually be able to purchase a home, because the down payment remains a huge obstacle.
Zillow reported that consumers are spending an average of twice as much of their monthly
income on rents compared with the percentage of income they are spending on mortgage
payments—which makes it difficult to save for a down payment.
“There are good reasons to rent temporarily—when you move to a new city, for example—but
from an affordability perspective, rents are crazy right now,” Gudell said. “If you can possibly
come up with a down payment, then it’s a good time to buy a home and start putting your
money toward a mortgage.”
Click here
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to view the complete Redfin survey results.
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[1] survey of 975 homebuyers conducted by Redfin:
https://www.redfin.com/blog/2016/05/homebuyers-worry-about-cost-andcompetition.html
[2] Zillow report late last year: http://www.dsnews.com/daily-dose/08-132015/mortgage-payments-are-more-affordable-than-ever-with-rents-at-an-alltime-high
[3] showing signs of picking up in recent months:
https://www.frbatlanta.org/chcs/wage-growth-tracker.aspx
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