Best mortgage rate forecast: Expect voldatility in 2024

By Jonathan Lansner

Here's one solid assumption for mortgage rates for 2024 — they'll act like a yo-yo. Again.

To see the extremes that home loans go through, my trusty spreadsheet looked at swings in
Freddie Mac’s weekly 30-year average fixed rate going back to 1972.

And over the past half-century, the average year’s highest rate was 8.4 percent vs. a 7 percent
low. That translates to a typical 12-month period having a 1.4 percentage-point swing between
the top and bottom mortgage rate.

Yes, rate volatility is fairly normal.

Three odd years

But the size of rate gyrations during the past three years has not been normal.

Remember, the Fed aggressively used interest rates to first stimulate a coronavirus-chilled
economy, only to then hike rates to fight an overheated business climate.

Well, 2023 was sort of mainstream with rates running from a 7.8 percent high to a 6.1 percent low.
That's a slightly above-average 1.7-point spread, top to bottom.

Still, this was the 11th widest gap in any year during the past half-century.

Yet those fluctuations look tame vs. 2022 when rates ranged from 7.1 percent to 3.2 percent as
the Fed ended its cheap-money policy. That 3.9-point chasm was the third-largest rate swing in a
half-century. Bigger swings were seen in 1980 and 1982, another period when rate hikes were
used to battle inflation.

And somehow all this recent mortgage turmoil followed a far calmer 2021 when the Fed used
cheap money to prop up the coronavirus-chilled economy.

Rates moved only between 3.2 percent and the record-low 2.65 percent in 2021 — a half-point
spread that was history’s sixth-smallest gap.

Simply stated, history clearly shows mortgage rates rarely move in a straight line.
Make or break

Do not forget, the ups and downs of rates put huge spins on a borrower’s purchasing power.
These fluctuations can make or break many a homebuying deal.



During the past half-century, there's been an average 15 percent difference between the
monthly mortgage payment tied to a year’s highest mortgage rate compared to the size of the
monthly check at the lowest rate.

Last year, there was a 19 percent swing, history’s ninth-largest gap swing.

And that looks stable vs. a painful 2022 and the largest gyrations of the past half-century — a 55
percent difference due to the Fed increasing rates aggressively.

All that excitement came after a placid 2021 when purchasing power swung only 7 percent.
Still, history strongly suggests that mistiming the mortgage market can be an expensive mistake.

Bottom line, | fook this rate-swing history and applied it to 2023’s year-end 6.6 percent average
rate to create a forecast range for 2024.

Some simple math suggests the average 30-year mortgage rate will run between 7.3 percent and
5.9 percent in 2024. And that's without doing much thinking about the Fed’s next moves, how the
economy might fare, or what's next for inflation.

By the way, history says a year’'s average mortgage rate landed within this forecast formula’s
projected range 80 percent of the fime.



