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RECENT BANK FAILURES AND THE EFFECTS ON THE REAL ESTATE MARKET


What this all means to the future home Buyer and home Seller.


Bank failures can have a significant impact on the real estate market, 
particularly if the failed banks had a-large portfolio of mortgage loans. 
when a bank fails, it can result in a freeze or reduction of lending, leading 
to a decrease in available credit and tightening of credit standards. This 
can make it more difficult for potential homebuyers to secure a mortgage 
loan, which can ultimately lead to a decrease in demand for real estate.


In addition, when banks fail, it can cause uncertainty and a lack of 
confidence in the financial system. This can lead to a decrease in investor 
confidence, which can cause a decline in the stock market and other 
investment markets, including real estate.

 A decline in the stock market can result in a decrease in consumer 
spending and consumer confidence, which can also affect the real estate 
market.


Overall, the effects of bank failures on the real estate market depend on 
the size and significance of the banks that failed, as well as the broader 
economic conditions at the time of the failure
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In the case of the recent bank failures of Silicon Valley Bank, Signature 
and now First Republic Bank, they were all regional banks that took on 
huge risk in the securities and bonds market. The recent volatile hikes in 
interest rates by the FEDs panicked the stocks and bond market leading 
to mass deposit withdrawals from this regional banks leading to their 
eventual colas or in a matter of weeks if not days.

The demise of this three banks last week has been sending 
shockwaves through an already fragile economy. Could it have an 
impact on real estate, too?


“The Silicon Valley Bank failure, along with a few other banks, means 
that the Federal Reserve cannot be so aggressive in raising its short-
term interest rates,” says Lawrence Yun, chief economist of the 
National Association of REALTORS®. “Therefore, mortgage rates 
will decline.”


Mortgage rates had been steadily rising in recent weeks, with the 30-
year fixed-rate loan averaging 6.73% last week, according to Freddie 
Mac. The Fed has been making a series of aggressive rate increases, 
which may indirectly influence mortgage rates, over the last few 
months. Home buyers have been up against affordability woes, as 
mortgage rates are nearly double what they were just a year ago.
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But as of Monday, mortgage rates had fallen about 50 basis points 
lower than last week. Yun says that when there is a panic in the 
financial market, investors often shift money toward safer assets, 
which tends to be U.S. Treasury notes and bonds. Mortgage rates 
lately have tended to follow the movement of Treasury yields, which 
are falling.


“So, a panic in a sense leads to an automatic stimulus to the economy 
from lower interest rates,” Yun says in public comments on LinkedIn. 
“The housing sector nearly always responds to falling mortgage 
rates, especially when there are job additions to the economy.” And if 
rates do head lower, more home buyers undoubtedly would still enter 
the housing market in response, he adds.


Bank Failures Spark Panic


Last Friday, the shutdown of Silicon Valley Bank became the second 
largest bank failure in U.S. history and the largest since the 2008 
financial crisis. The bank was known as a large supporter of tech 
startups. About 15% of the loans in Silicon Valley Bank’s portfolio 
were residential and commercial mortgages, The Real Deal reported. 
Signature Bank and Silvergate Capital, both big lenders in the 
cryptocurrency space, also shuttered their doors.
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To help avoid mass panic, the Federal Reserve, Federal Deposit 
Insurance Corp. and Treasury Department created an emergency 
program to backstop all deposits using the Fed’s emergency lending 
authority. That granted depositors full access to their funds as of 
Monday, and the agencies vowed to make all depositors whole. 
Usually, banks only insure up to $250,000 per account ownership 
category through the FDIC, an agency that was created in 1933 after 
thousands of bank failures. In this case, the federal government’s 
move to backstop uninsured money has been viewed as an unusual 
step.


President Joe Biden has been offering assurance to Americans that 
banks are safe. He vowed on Monday to “strengthen oversight and 
regulations of larger banks so that we are not in this position again.”


Meanwhile, the bank failures may be a sign of trouble ahead for the 
tech industry. “Some businesses reliant on funding from Silicon Valley 
Bank [and others] may lack capital to continue its business or have 
to cut back,” Yun says. There could be some job losses ahead as a 
result, especially among some California tech companies, he adds. 
Local housing markets may be hampered by those job losses. But 
“broadly across the country,” Yun says, “more home buyers will enter 
the market [because of] lower mortgage rates.”


     8850 W SUNSET RD |  LAS VEGAS NV 89148 |  702-768-6562 |   ADE .ASAAH@GMAIL .COM |   LIC # S.0189862 -             

WWW.ASAAHLUXURY.COM


                                           UNRIVALED TRUSTWORTHINESS | COMMITMENT | RESULTS

mailto:ade.asaah@gmail.com
http://www.asaahluxury.com


CONTACT

FROM THE DESK OF ADE ASAAH REALTOR ®

Presented by 

Ade Asaah | MPA


Realtor® 

Luxury Real Estate Advisor 


Excerpts written by 

Melissa Dittmann Tracey

Contributing editor for REALTOR® Magazine


     8850 W SUNSET RD |  LAS VEGAS NV 89148 |  702-768-6562 |   ADE .ASAAH@GMAIL .COM |   LIC # S.0189862 -             

WWW.ASAAHLUXURY.COM


                                           UNRIVALED TRUSTWORTHINESS | COMMITMENT | RESULTS

mailto:ade.asaah@gmail.com
http://www.asaahluxury.com

