
Feb 03, 2021, 06:00 ET - With mortgage rates at historic lows and 
homes �ying o� the market in record time, many prospective 
home buyers may be contemplating whether to buy now or 
wait until the frenzy slows down a bit. But the market is poised 
to stay red hot for some time, and a new Zillow analysis shows 
how waiting might add hundreds of dollars to a monthly 
mortgage payment.

That growth stems from a unique combination of market 
conditions, including extremely low interest rates, a wave of 
millennials who are aging into peak home buying years, and 
people re-evaluating their housing needs in light of COVID-19 
and newfound freedom to work remotely. The increased 
adoption of tech tools that speeds up searching and 
purchasing also contributes to the incredibly competitive 
market.

All of that might seem overwhelming for a buyer trying to 
compete for a new home, but this analysis shows why -- for 
someone ready to buy now -- it makes more sense to prepare 
smartly and dive in soon rather than wait and hope the market 
slows. The keys are the combination of home value growth and 
expected rising mortgage rates.

Today's average mortgage rate1 is 2.68% for a 30-year �xed 
loan. Assuming that rate and a 20% down payment, the typical 
home in the U.S. would cost a buyer about $861 a month, plus 
taxes and insurance. But if home values rise 8% and interest 
rates climb to 3%, the monthly cost of that same house would 
be $969 a month. At 12% home value growth, the monthly 
payment jumps to $1,005. And if mortgage rates reach 3.5%, 
the costs grow even more. In more expensive markets, the 
di�erence is hundreds of dollars each month. 

"The best time to buy a home should always be when it's the right time 
for your family. However, home shoppers would be wise to gather as 
much information as possible and use it to make smart decisions that 
maximize their buying power," said Zillow home trends expert Amanda 
Pendleton. "For someone ready to buy, jumping in sooner rather than 
later could mean a savings of hundreds of dollars a month. Or, more 
likely, it could mean having to make fewer tradeo�s to stay within 
budget."

THE COST TO REFINANCING NOW VERSUS LATER

For the same reasons, homeowners should consider re�nancing soon, 
as well.  A homeowner re�nancing a typical U.S. home would pay $861 
a month after re�nancing at today's average rate. If rates climb to 3%, it 
will cost an extra $36 a month. If rates jump to 3.5% or 3.75%, monthly 
payments would increase to $956 and $986 respectively. And in more 
expensive coastal markets, the savings easily reaches hundreds of 
dollars a month.

"Rates are near historic lows, and we expect rates to hover near current 
levels through the �rst quarter of 2021.  Although we expect rates to 
slightly increase as the economy recovers from Covid-19, it remains to 
be seen when that recovery truly gains traction. While these rate 
�uctuations may seem like small changes, when homeowners do the 
math it is clear how lower rates can signi�cantly reduce monthly 
payments for the life of the mortgage," said Zillow senior economist 
Chris Glynn.  "Like with any consumer decision, it is important to be 
informed, research the market and shop around to �nd the best deal 
possible.  Quali�ed mortgage professionals can help individual 
consumers identify the loan rate, repayment term, and structure that 
meet their needs."
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Zillow expert predictions for 2021

METRO AREA

UNITED STATES $861 $969 $1,005 $1,032 $1,071

$2,395 $2,695 $2,795 $2,871 $2,977

$3,779 $4,253 $4,411 $4,530 $4,698

$1,385 $1,559 $1,616 $1,660 $1,721

$2,196 $2,472 $2,564 $2,633 $2,731

$1,537 $1,730 $1,795 $1,843 $1,911

$4,167 $4,691 $4,864 $4,996 $5,181

LOS ANGELES, CA

SAN FRANCISCO, CA
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SAN DIEGO, CA

SACRAMENTO, CA

SAN JOSE, CA
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Competition is Fierce for Home Buyers, But Acting Quickly 
Could Save Them Hundreds on Their Monthly Payments

21.9% MORE
SALES

10.5% RISE IN
HOME VALUES

MONTHLY MORTGAGE PAYMENT SCENARIOS


