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Current State of US Housing Market

By Michael Crook, CAIA, Chief Investment Officer

The US housing market is stuck:

¢ National home prices have flatlined on an inflation-adjusted basis (Fig. 1),

e But new mortgage payments remain somewhat high in absolute terms and as a percentage of household
income (Fig. 2).

e "Months of supply" for new homes also remains very high, creating a disincentive for home builders (Fig.
3),

e Which has pushed single-family (and multi-family) starts down about 30% from 2022 levels (Fig. 4).

Why this matters for investors

Homeowners are wed to 2021/2022 prices, but higher mortgage costs are a headwind to home prices.
Transactions generally only occur when (1) a mortgage isn't necessary for the transaction, (2) someone has to
sell (divorce, death, etc.), or (3) builders have inventory they need to move. Plenty of buyers are out there, but
not at current sales prices. Transactions will occur gradually unless market fundamentals (e.g., much lower
mortgage rates) open the market again. Ultimately, inflation will erode real home values, even as nominal values
climb, and put the market back in equilibrium.

Though impacted by separate factors, it is possible to draw parallels between current US housing market and
post-2022 private markets. In private equity, this phenomenon shows up as limited distributions against a
backdrop of a wide-open IPO market. Many businesses are still marked at 2021/2022 values, but LPs have no
forcing mechanism for transactions. Therefore, fund managers will only transact when company fundamentals
have improved enough to justify earlier valuations. Like home prices, inflation might play a role in eventually
squaring this circle by pushing up nominal values even as real values remain steady or decline.

We are speaking in generalities, of course. Some parts of the US housing market, like Cape Coral, Florida, have
significant “forcing mechanisms” (e.g., rising insurance costs) that have resulted in enough transactions to see
meaningful price declines. Some private equity portfolio companies have increased earnings enough to go public
without requiring a hit to the fund’s performance. But these are exceptions to the rule. Many private asset marks
remain above the market-clearing price and will remain stuck for the time being.
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Fig. 1: Home prices have flat-lined on an inflation-adjusted basis
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Source: Bloomberg, Mill Creek. As of 11/6/25.

Fig. 2: Mortgage payment for median-priced US home at prevailing mortgage rate

60% $3,500
s $3,000
500
A8 *Z
$2,000
S0
$1,500
208
$1,000
10% $500
L] &0

2000 2003 2006 2009 2012 2015 2018 2021 2024

—Mortgage payment as % of median household income

] crthly mortgate payment
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Fig. 3: There are almost 9 months of new homes on the market today

12

10

2000 2005 2010 2015 2020 2025

s Cingle-family new horme months-of-supply

Source: Bloomberg, Mill Creek. As of 11/6/25.

Fig. 4: Single and multi-family housing starts

2000
1800
1600
1400
1200
1000
800
600
400
200

0
2000 2003 2006 2009 2012 2015 2018 2021 2024

m %ingle family under construction (thousands)

s Muilti family under construction (thousands)

Source: Bloomberg, Mill Creek. As of 11/6/25.

Mill Creek Capital Advisors | 161 Washington Street, Suite 1500, Conshohocken, PA 19428
www.millcreek.com


http://www.millcreek.com/

Disclosures & Important Information

Any views expressed above represent the opinions of Mill Creek Capital Advisers ("MCCA") and are not
intended as a forecast or guarantee of future results. This information is for educational and
informational purposes only. It is not intended to provide, and should not be relied upon for, investment,
accounting, legal, or tax advice. This content should not be considered as an offer or solicitation to
purchase or sell securities or other services. This publication has been prepared by MCCA. The
information contained in this publication has been obtained from sources that MCCA believes to be
reliable, but MCCA does not represent or warrant that it is accurate or complete. The views in this
publication are those of MCCA and are subject to change, and MCCA has no obligation to update its
opinions or the information in this publication. While MCCA has obtained information believed to be
reliable, MCCA, nor any of their respective officers, partners, or employees accepts any liability
whatsoever for any direct or consequential loss arising from any use of this publication or its contents.
Access disclosures and important information at millcreek.com/legal.

The Weekly Commentary may contain links to other websites, including links to other websites of
companies that may provide related information, products, and services. Such external internet
addresses contain information created, published, maintained, or otherwise posted by institutions or
organizations independent of MCCA. These links are solely for the convenience of visitors to the Weekly
Commentary, and the inclusion of such links does not necessarily imply an affiliation, sponsorship, or
endorsement. MCCA does not endorse, approve, certify, or control these external internet addresses and
does not guarantee or assume responsibility for the accuracy, completeness, efficacy, timeliness, or
correct sequencing of information located at such addresses. Use of any information obtained from such
addresses is voluntary, and reliance on it should only be undertaken after an independent review of its
accuracy, completeness, efficacy, and timeliness. Reference therein to any specific commercial product,
process or service by trade name, trademark, service mark, manufacturer, or otherwise does not
constitute or imply endorsement, recommendation, or favoring by MCCA.

© 2025 All rights reserved. Trademarks “Mill Creek,” “Mill Creek Capital” and “Mill Creek Capital
Advisors” are the exclusive property of Mill Creek Capital Advisors, LLC. The Trademarks are registered
with the U.S. Patent and Trademark Office and may not be used without written permission.
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