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COSTS OF WAITING 
The impact of interest rate increases

The Federal Reserve had 3 interest rate increases in 2017.  In this January's Fed meeting all signs 
continued to indicate further interest rate increases in the near future.  Home buyers must consider 
the impact of these increases by looking at both the increased costs to the borrower and the reduced 

capacity to buy.

The table above shows the impact of cost of funds in an increasing interest rate environment. With 
conventional interest rates already trending in the mid 4's, buyers have already lost some of the capacity 
from just 6 months ago when rates were 4% or below.

The chart above shows the declining loan capacity on a fixed budget of $2500 per month. As you can see, 
a family's loan amount would decrease from $523,653.10 at 4% to $419,979.04 at 6%, a 20% reduction in 
buying power.




