






husband. The 
couple, who work 
in tech, were both 
laid off last sum­
mer. Michelle's 
husband is still 
unemployed and 
Michelle worries 

market divided 
that her newjob is 
notsecure. 

When their lease expires inJune, they 
plan to cu� their rent by; a third by mov­
ing from their three-bedroom flat in 
Oaldand, on the east side of San Fran­
cisco Bay, to a smaller home. 

"There is no way we will be extending 
ourselves with a purchase at the 
moment. Mortgage rates are too high 
and so are prices, and with our sector as 
it is, there is no safety net. It's hard notto 
be pessimistic," says Michelle, who 
declined to give her sumame. 

In the US right now, it's a tale of two 
housing markets. For the majority, 
grappling with high mortgage rates, the 
market is stuck in a rut. InJanuary, the 
annualised rate of second-hand home 
sales hit 4mn, 38 per cent lower than in 
January 2022, according to the National 
Association ofRealtors. 

But at the top end of the market, sales 
are surging: inJanuary, sales of second­
hand homes above $1mn were 27 per 
cent higher than a year earlier, with 
many buyers benefiting from the 34 per 
cent rise in the S&P 50 0 stock market 
index over the past year. 

"This time last year almost everyone 
was predicting a recession and buyers 
were more cautious, [saying] 'Maybe I 
don't need that second home"', reflects
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Chen Zhao, head of economic research at 
Redfin, a US property portal. "Now with 
this sense [ the economy] has achieved a 
soft landing, there's been a sentiment 
bounce in the luxury market." 

Nina Bhela and her husband have cer­
tainly felt it. The couple, who live 
outside San Francisco, were ready to 
buy a second home early last year, but it 
was not until December that they com­
pleted a purchase, buying an apartment 
in the Residences on Yerba Buena 
Island, just overthe Bay Bridge. 

"Last year, mortgage rates were really 
climbing, interest rates were going 
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up, there were these fears about the 
economy," she says. Now the atmos­
phere has changed. "People are travel­
ling, the restaurants are full. I mix with a 
Jot of very affluent individuals and they 
are feeling comfortable:' The way she 
sees it, she can always refinance when 
mortgage rates fall, "but there won't be 
another chance to get a unit like this:' 

"Recent stock market gains have 
enhanced the purchasing power ofhigh­
er-end consumers," says Jonathan 
Miller, professor of residential real 
estate at Columbia University in New 
York. "They are now confident of future 
interest cuts and are buyingto get ahead 
of the price gains they anticipate these 
will cause;' he adds. 

"In the wider market, by contrast, 
higher mortgages are holding back 
sales because many people still can't 
afford a purchase:' 

Outside of the luxury home market, 
US buyers face a litany of obstacles. 
Uppermost among them are stubbornly 
high mortgage costs. On Monday, the 
average 30-year fixed rate was 6.87 per 
cent, according to the website Mortgage 
News Daily, down from the 8.03 per cent 
peal< in October, but a world away from 
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the low of2.75per centinJanuary2021. 
The result is that many homeowners 

feel trapped where they are. "Even if you 
really want to move, it's hard to swap a 3 
per cent rate for one at 7 per cent;' says 
Joel Kahn, deputy chief economist at the 
Mortgage Bankers Association. 

For lots of families, running a home 
has become a lot more expensive. In 
20 19, a family on the median income 
typically spent 50 per cent of their 
income on mortgage and childcare, 
according to property portal Zillow. In 
January, that had climbed to 66 per cent. 

At the end of last year, Scott, who 
works in tech and is the sole eamer for a 
family of four, bought a home in Orinda, 

The stock market is up. 

New York feels as vital as it 

has ever been: we wanted to 

be ahead of the curve· 

(Below) 
Edmond Franco 
(right) and 
Jeremy Gregg 
bought a 
multimillion­
dollar condo 
in Manhattan 
inFebruary 
,=- mOfllage; Jeenah Moon 
fottheFT 
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California, in need of renovation. 
Including mortgage payments, mort­
gage insurance and property taxes, he 
pays $3,50 0 per month more today than 
what he spent on rent at the family's last 
home. Together with his living costs, 
this eats up all his salary; renovations 
have to wait for each time the stock 
options he has in the company he works 
for vest. On top of that, his insurer has 
just told him it is pulling out of the local 
area, which is at risk of wildfire. 

!'It's challenging: I've got a high mort­
gage rate and a big property tax that I 
didn't pay before [as a renter]," says 
Scott, who declined to give his sumame. 

· Widespread lay-offs in his sector,
which have increased the pressure at
work, add to his concerns about the
family's long-term financial security -
even after his wife, who is taldng a break 
from her job as a teacher following the
birth of the couple's second child,
retums to work.

"Today, working in tech has gone 
from: 'high income, high creativity, tal<e 
risks' to a bit more 'don't screw up and 
yoµ better be a top performer'", he says. 
"I used to be a teacher, too; even back 
then on a much lower salary, I never had 
to live hand to mouth like this:' 

Many are opting to sit it out and wait. 
Kristin Carlson is planning her first 
home purchase near Boise, Idaho, 
where she currently rents. She feels 
more secure in her digital marketingjob 
than she felt a year ago; and, she says, 
with the worst of inflation over and the 
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