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We’re not breaking any news when we say
that January 01 of 2021 didn’t bring an
immediate end to the uncertainty,
challenges, and global pandemic that
defined much of 2020. The beginning of
vaccine rollouts and a change in both the
presidential administration and partisan
control of the Senate do mean that 2021
is set to be a year of significant change,
however. But what will those changes
mean for a struggling US economy and a
booming US housing market? How can
mortgage professionals best position
themselves to win in another year of flux?

Fannie Mae chief economist Douglas
Duncan (pictured) believes that the US
economic recovery is still marching to a
tempo set by the pandemic. While he
expects an economic recovery to take
hold by the second half of this year, that
prediction rests largely on the assumption
of a successful vaccine rollout. Stimulus,

too, will play a crucial role in that recovery and while aggregate losses ought to be
made up by this year’s end, Duncan noted that the damage done to certain sectors
might make the recovery somewhat uneven. With the recovery underway, facilitated
by a low-rate environment, Duncan expects a strong year for the mortgage business,
but one that might not break the records set in 2020.

Ad removed. Details

News Power Originator Resources Hub Special Reports Jobs

https://googleads.g.doubleclick.net/pcs/click?xai=AKAOjsuzRApe12WesuwVlM4R_atwo0aTfRenOJrrrutw9_Ko9-9LPjE3Ajpayt4czGkOEHKUcRh-wfaI-mg96fMfYDbhjlrWBlEek6I9HLi1GpKiqsDgmwzCZC20rGjllpO464_SCCnga0ttpKDSBV2puZ0C9i2uAZzhU9_mm55SmHh_-05u4QnDZHZeuRIwkeXTMacLUcwcXaGPYBYUYi6inDp0fDUfZwKSFt3wDhLgv6YLwWwV_c_5hhUcFTRssuozeTqD0NDN7HyCzHSPnZ_G-Fssvi3bT_OVXjlvooQ8YJ1PwQ&sig=Cg0ArKJSzFZxj9m3QoPa&adurl=https://acralending.com/&nm=10
https://www.mpamag.com/
https://www.mpamag.com/authors/david-kitai/
https://www.mpamag.com/news/the-many-ways-to-be-relieved-of-your-timeshare-obligations-14611.aspx
https://www.mpamag.com/news/marketing/straight-up-with-jocelyn-predovich-the-truth-about-fha-203k-loans-7139.aspx
https://www.mpamag.com/e-mag/mortgage-professional/
https://www.facebook.com/MortgageProfessionalAmerica/
https://twitter.com/MPAMagazineUS
https://www.linkedin.com/company/mortgage-professional-america
https://www.mpamag.com/
https://googleads.g.doubleclick.net/pcs/click?xai=AKAOjstcRnV9G365A_wQ26WWp0T6ZzFZW9O7m3j-foabBFQ6NiCRRderocekARociFf_nOnjvJeUgGR62eq2z-xkOMUthUHR7qsVX0kn5SUBuauJe-tUJ4goiz0IVV1-ZwfddIrioHDfuU3ZEMPF34Nq7O8WIyCobpRFAwB-STmj5LLxLDwo8QfniebZIsBar3Fh-go6ePJJINoL-IamSRMlw-sYq6mbmRlztwfkOmuCCn_Ja8718yiWF_8Nuku86JUiu0dCZJR8TZkTNC_URNiCNmfljKM8XzmKJ31LxqCMvoQ&sig=Cg0ArKJSzNWpLB0ENdaj&adurl=https://acralending.com/acra-lending-programs/%233-month&nm=5
https://www.mpamag.com/news/
https://www.mpamag.com/poweroriginator/top-originator-advice/
https://www.mpamag.com/tv/
https://www.mpamag.com/e-mag/special-reports/
https://www.mpamag.com/jobs/


2/17/2021 Fannie Mae chief economist's forecast for US economy, housing market in 2021

https://www.mpamag.com/news/fannie-mae-chief-economists-forecast-for-us-economy-housing-market-in-2021-244045.aspx 2/4

“The housing market we think is going to slow a little bit,” Duncan said. “That doesn’t
mean it’s declining, it just means the pace of appreciation will be slower. We still
expect a very strong year, probably stronger than 2019. It’s just that 2020 was
completely historic. Last year’s house prices appreciation was at about 10%, which is
simply not sustainable, from an affordability perspective. We think house price
[appreciation] will come down to about half of what it was over the year as builders
catch up and people who could offer their homes for sale but were fearful of the virus
start to list their homes.”

Growth in a post-pandemic economy

Overall, Duncan and his team are estimating the economy shrank by 2.7% in 2020 and
will end 2021 at a 5% growth rate. Key to that rebound will be both the rollout of the
vaccine and a wider psychological shift among Americans, that they feel safer
resuming life as normal once again.

Once the psychological and epidemiological burden of the virus is lifted, Duncan
expects the economy, and potentially the housing market, can enjoy an additional lift
when Americans start spending some of the money they’ve saved in the past year. He
estimates that savings rates among Americans are roughly 50% higher than they
would normally be, meaning there’s a lot of capital on consumer balance sheets ready
to be deployed.

Read more: Rates are rising, how can you secure the cheapest mortgage for your
customer?

In addition to that private cash injection, Duncan noted the ongoing dovish stance the
Fed is planning to take and the likelihood of Biden’s historic $1.9 trillion stimulus
package as likely to jumpstart economic growth in the year to come. While much of
that spending and cash might prompt inflationary fears, Duncan said we might not
see widespread inflation until 2022.

A slower, but still strong, housing market

In predicting a slower housing market and a correction in house prices this year,
Duncan emphasized the truly unique conditions of 2020. The initial lockdowns of
spring, he explained, upended the seasonality of the purchase market and pent up
demand that would be released later in the year. He also expects rates to trickle
upwards from their 2020 lows and, as we learned in 2013 and 2018, market-driven
upticks of around 100 basis points can lead to 10% drops in home sales.

Duncan is still expecting positivity in the housing market, however, driven by a
millennial generation that is entering peak homebuying age. That generation, too,
skews towards the kind of salaried employment that usually results in
homeownership.

Duncan expects housing demand to soften due to rate increases and the rising
potential of inflation. At the same time, he predicts a strengthening in supply thanks
to high rates of new home construction and the listing of new homes on the market
by owners previously too afraid of the virus to move.     

Where to look

In making these predictions, Duncan is focusing on a few key indicators that may
point to whether or not his forecasts prove accurate. On the policy side he’s looking to
see whether policies are temporary or more permanent. Duncan cited past tax cuts
during the Bush and Obama administrations that resulted in temporary changes in
behaviour without altering market fundamentals.

On the market side, he’s watching for inflation. While expectations of inflation have
risen, question marks persist around whether they will be sustained. If they are
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sustained, we will see just how far and for how long the Fed is willing to let inflation
run.

Read more: Wells Fargo posts $3 billion in Q4 2020 net earnings

Looking directly at the housing market, Duncan is asking whether the shift in demand
to low-density housing outside of urban centers is going to be a permanent change.
That will be shaped by the re-emergence of major cities as attractive places to live
again and by how so many people will eventually return to work.

“One of the questions about large suburban homes was when the boomers decided
to downsize will there be anybody who wants to buy them given the family sizes
among younger age groups have been falling,” Duncan said. “Well today, if a family
has two incomes, even if they only have one child, they might still require four
bedrooms, one for the parents, one for the child and two offices. That could be a
cultural shift and a technological shift that leads to housing impact. We’ll be watching
to see whether there is permanence to that.”

Related stories:
New York City renters hold more than $1 billion in back rent
How can originators do better at handling their mistakes?
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