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Compared Each Region to 30 and 15
year mortgage rate

Data Selection

U.S. Census Regions

Map by the Indiana Business Research Center,
Kelley School of Business, Indiana University
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Key Research Questions

. Does a change in interest rates directly impact the housing

market price?

. Are there certain areas that are more or less affected by the

rates?

. If interest rates were to change now, what would that look like?
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Data Used

15 year Mortgage rates from 1995-2020

30 year Mortgage rates from 1995-2020

Average Housing prices of new residential sales in the US and in four US
regions from 1995-2020
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Re.g.ression Model



Simple Regression

OLS Single Variable Regression
Formula: Y1=B0 + B1*X1 + Ui

Variables:
Y1: Housing Price of Home
X1:Mortgage Rate (30/15)
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What We Expected

. Average House Prices Over Time
Mortgage Rates Over Time
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30 year Mortgage Data

Regressor Average Average House Average House Average House Average House
House Price Price Northeast Price Midwest price South United Price West United
United States United States States States

30 Year mortgage X1 -4058450 -7222640 -3309966 -3738536 -4867858
(456537) (917974.3) (355427.2) (398522.3) (648168.6)

Intercept $158,700 $216,600 $157,200 $142,000 $169,800

Summary Statistics

SER




Changein Value - Effect on
Current Home Prices

Area 1% Change in Mortgage Rate (.01 A)
Whole United States (40584.50) 10.4% A in Price
Northeast (72226.40) 11.7% A in Price
Midwest (33099.66) 9.5% A in Price

South (37385.36) 10.8% A in Price

West (48678.58) 10.3% A in Price



Regressor

Average House
Price

Average House
Price Northeast
United States

15 Year Mortgage Data

Average House Price
Midwest United
States

Average House price
South United States

Average House Price
West United States

15 Year mortgage X1

-3763018
(423437.5)

-6684928
(843912.2)

-3087283
(323293.7)

-3469895
(365124.8)

-4489467
(61309.4)

Intercept

$158,700

$216,600

$157,200

$142,000

$169,800

Summary Statistics
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Change in Value - Effect on Current
Home Prices

Area 1% Change in Interest Rate (.01)
Whole United States (37630.18) 9.6% A in price
Northeast (66849.28) 10.8% A in price
Midwest (30872.83) 8.9% A in Price
South (34698.95) 10.1% A in Price
West (44894.67) 9.5% in Price
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Conclusion



Conclusion

Key Findings:
-Both the 30/15 models had high R*2
-All coefficients are statistically significant

-Certain regions are more affected by rates
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Questions?
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\/ icons by Flaticon, and infographics & images by Freepik.
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. summarize

Variable Obs Mean Std. dev. Min Max
th}-’r‘ 26 .85645 .B156886 .8334 8922

fi 'Fyr" 26 .8510346 8167249 8264 .BEBT
aUEFagEhp 26 280500 73522.21 158700 391966
northeast 26 409242 .3 132414 216600 h17300
midwest 26 250061.5 58652.26 157200 346900
south 26 246280.8 65822.75 142000 343800
west 26 334450 95342.59 169880 475400




. correlate averagehp northeast midwest south west thyr

(obs=28)
averagrp northe~t midwest south west thyr
averagehp 1.0000
northeast 9.9854 1.0000
midwest @.9860 0.9762 1.0000
south @.9957  @.9875 9.9983 1.0000
west 8.9852 8.9571 9.9582 B.9669 1. 0660
thyr -0.8616 -0.8514 -0.8809 -0.B865 -0.7969 1.0000
. correlate averagehp northeast midwest south west fifyr
(obs=26)
averag~p northe~t midwest south west fifyr
averagehp 1.0000
northeast @.9854 1.0000
midwest B9.9868 ©.9762 1.0000
south B9.9957  @.9875 9.9983 1.0000
west B.9852 @.9571 0.9582 @.9669 1.06600
fifyr -9.8560 -0.8444 -0.8884 -0.8817 -0.7875 1. 0600




