
HOMEWISE  Real Estate Tips and Advice

Interest rates play a critical role in 
determining what homebuyers can 
afford. Even a small rate change can 

affect monthly payments, alter loan 
qualifications and reduce a buyer’s 
purchasing power.  

Here’s a breakdown of how interest 
rates influence the real estate market 
and what both buyers and sellers need 
to know.

HOW INTEREST RATES AFFECT 
PAYMENTS

When interest rates rise, monthly 
mortgage payments increase as well. 
For instance, a half-point increase on 
a $300,000 mortgage can add around 
$90 to the monthly payment. This 
additional cost may push certain prop-
erties out of a buyer’s price range or 
require a larger down payment.

For first-time buyers, this impact 
can be especially challenging, as rate 
fluctuations may shrink their budget. 
Working with a lender to find compet-
itive rates or locking in a rate can help 
buyers maintain affordability despite 
market changes.

MARKET IMPACT AND BUYER 
STRATEGIES

Higher interest rates can cool the 
housing market, leading to fewer bids 
and slower price appreciation. Buyers 
may face less competition, which can 
create opportunities for negotiating on 
price or terms. However, it’s important 
for buyers to avoid overextending 
themselves. 

Adjustable-rate mortgages (ARMs) 
can offer lower initial rates, but buyers 
should understand the potential for 
future increases.

When rates are high, it’s also crucial 
for buyers to strengthen their financ-
es. Improving credit scores and reduc-
ing debt can help secure the best rates 
available, maximizing buying power.

WHAT SELLERS NEED TO KNOW
For sellers, higher interest rates can 

reduce the pool of qualified buyers, 
potentially lengthening the time a 
property spends on the market. 

Pricing the home competitively and 
highlighting features that offer value, 
like energy efficiency or updated 
appliances, can make the listing more 

attractive. 
Sellers should also be prepared to 

negotiate or offer incentives, such as 
covering a portion of closing costs, to 
appeal to budget-conscious buyers.

Understanding interest rates can 
help buyers make informed decisions, 
while sellers can adapt their strategies 
to attract a more cautious buyer pool.
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Lock in Your Interest Rate
When you’ve found a mortgage with favorable terms, consider locking in the interest rate. 
This guarantees the rate will stay the same even if market rates increase before closing, help-
ing you avoid unexpected changes in monthly payments.
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Interest Rate: An interest rate is the percentage a lender charges for borrowing money. In real estate, the mortgage interest rate influences the total loan cost and monthly payment 
amount. Fixed rates stay the same for the loan’s term, while adjustable rates can fluctuate with market conditions.
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Interest rates play a critical 
role in determining what 
homebuyers can afford. Even 

a small rate change can affect 
monthly payments, alter loan 
qualifications and reduce a 
buyer’s purchasing power.  

Here’s a breakdown of how 
interest rates influence the real 
estate market and what both 
buyers and sellers need to 
know.

HOW INTEREST RATES 
AFFECT PAYMENTS

When interest rates rise, 
monthly mortgage payments 

increase as well. For instance, 
a half-point increase on a 
$300,000 mortgage can add 
around $90 to the monthly pay-
ment. This additional cost may 
push certain properties out of 
a buyer’s price range or require 
a larger down payment.

For first-time buyers, this 
impact can be especially chal-
lenging, as rate fluctuations 
may shrink their budget. 
Working with a lender to find 
competitive rates or locking in 
a rate can help buyers main-
tain affordability despite mar-
ket changes.

MARKET IMPACT AND 
BUYER STRATEGIES

Higher interest rates can 
cool the housing market, lead-
ing to fewer bids and slower 
price appreciation. Buyers may 
face less competition, which 
can create opportunities for 
negotiating on price or terms. 
However, it’s important for 
buyers to avoid overextending 
themselves. 

Adjustable-rate mortgages 
(ARMs) can offer lower initial 
rates, but buyers should under-
stand the potential for future 

increases.
When rates are high, it’s also 

crucial for buyers to strength-
en their finances. Improving 
credit scores and reducing 
debt can help secure the best 
rates available, maximizing 
buying power.

WHAT SELLERS NEED TO 
KNOW

For sellers, higher interest 
rates can reduce the pool of 
qualified buyers, potentially 
lengthening the time a proper-
ty spends on the market. 

Pricing the home competi-

tively and highlighting features 
that offer value, like energy 
efficiency or updated applianc-
es, can make the listing more 
attractive. 

Sellers should also be pre-
pared to negotiate or offer 
incentives, such as covering a 
portion of closing costs, to 
appeal to budget-conscious 
buyers.

Understanding interest rates 
can help buyers make 
informed decisions, while sell-
ers can adapt their strategies to 
attract a more cautious buyer 
pool.
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