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A: I called a few of my lender
friends and asked for their
thoughts. Hmmm, may I break out
the crystal ball and search interest
rates?

Historically low interest rates
still persist in the loan world even
with increases occurring. When I
started in real estate, interest rates
had just dropped down to under
20%. Most people cannot even
begin to imagine what that might
look like. Like anything else that is
cyclical, rates have started a slow
but steady increase these past few
years.

If you’re thinking of buying a
home, now is the time, while you
are able to qualify with a lower
interest rate. When rates go up,
there are always people who can
no longer qualify for a loan, which
in turn changes our supply and
demand ratios. It’s not so critical
in the Bay Area markets, but in
other parts of the country a rate
increase can have a huge effect on
the buyer’s capabilities.

Markets expect the central bank
to start hiking rates in either
March or May, given it signaled
that it’s likely to raise rates three
times in 2022. Another factor is
that U.S. inflation is expected to
remain elevated for much of 2022.

Personally, I think the rates will
go up and may finish a point high-
er or more by the end of the year
due to inflation and measures to
keep it in check. My suggestion is
to lock those rates now.

Jeannie Anderson, Compass,
415-271-4887,

jeannie.anderson@compass.com.
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What do you expect to happen
with interest rates in 2022?

Want to contribute to
Sound Off?
Send an email to Jordan Guinn at
Realestate@sfchronicle.com

A: You can expect mortgage in-
terest rates to rise in 2022. Mort-
gage interest rates are dictated to a
large extent by Federal Reserve
Board’s monetary policy.

In recent years, the Fed has kept
mortgage interest rates low, with a
combination of a bond buying
stimulus program and keeping the
federal funds rate very low —
currently at or below 0.25%. The
federal funds rate is the rate the
Fed charges banks to borrow
short-term money from them.

That is about to change. At the
most recent Federal Reserve Board
meeting held in mid-December,
2021, board Chairman Jerome
Powell indicated, “The economy
has made enough progress to
justify removing the stimulus that
the central bank put in place early
in the pandemic to prevent a major
recession.”

So, the bond buying stimulus
program is going away.

Additionally, forecasts by Fed
officials imply three quarter-per-
cent increases to the federal funds
rate this year, followed by three
more in 2023 and two more in
2024.

Lawrence Yun, the chief econo-
mist for the National Association
of Realtors, forecasts mortgage
interest rates will be at 3.7% by the
middle of this year. Still an attrac-
tive rate, although higher than
current mortgage rates.

Jeff LaMont, Coldwell Banker Realty,
650-740-8808, jeff@jefflamont.com.

A: This year started off with the
setting of the new limit for “con-
forming” loans at $970,800, a sig-
nificant increase, opening the door
to loan availability for first-time
home buyers — excellent news.

Interest rates are predicted to
increase this year as the feds seek
to manage an overheated inflation
rate of 6%.

Their purchases of treasuries
and mortgages dropped in Novem-
ber and December, signaling com-
pletion of their pandemic bond
purchasing and paving the way for
interest rate increases.

Three rate increases are antici-
pated for the year, eventually tak-
ing mortgage interest up from the
low-3s to around 4%, still a histor-
ically low rate.

The job market remains strong
with low unemployment and high-
er wages, which is good news, but
the labor shortage persists. Factors
like lower immigration rates, con-
tinuing COVID-19-related chal-
lenges and accelerated retirement
have all contributed to the short-
age, and unfortunately are expect-
ed to continue for the foreseeable
future.
Karen Starr, the Grubb Co., 510-414-6000,
starr@grubbco.com; Brenda Schaefer, the

Grubb Co., 510-453-2401,
bschaefer@grubbco.com.
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WASHINGTON —
Average long-term U.S.
mortgage rates rose in
the past week to start
the new year. They
reached their highest
level since May 2020, at
the height of the corona-
virus pandemic, yet
remained historically
low.

Mortgage buyer Fred-
die Mac reported Thurs-
day that the average rate
on the benchmark 30-
year home loan in-
creased to 3.22% this
week from 3.11% last
week. A year ago, the
30-year rate stood at
2.65%.

The average rate on
15-year, fixed-rate mort-
gages, popular among
those refinancing their
homes, rose to 2.43%
from 2.33% last week.

Many economists
expect mortgage rates to
rise this year after the
Federal Reserve an-
nounced last month that

it would begin dialing
back its monthly bond
purchases — which are
intended to lower long-
term rates — to tamp
down accelerating in-
flation. But even with
the expected three rate
increases in 2022, the
Fed’s benchmark rate
would still sit below 1%.

In addition to stron-
ger inflation, experts
expect robust economic
growth and the tight
labor market to continue
to push rates higher.

The government re-
ported Thursday that
the number of Amer-
icans applying for un-
employment benefits
rose last week but re-
mained at historically
low levels, suggesting
that the job market re-
mains strong. U.S. job-
less claims rose by 7,000
last week to 207,000.

The highly transmis-
sible omicron variant so
far does not appear to
have triggered signif-
icant layoffs.

Average long-term
mortgage rates rise;
30-year at 3.22%
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