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Whatôs the Fed to Do?
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Inflation Makes Progress Towards the Fed's 2 Percent Target
Annual Change in Personal Consumption Expenditures (PCE), Core PCE, Consumer Price Index (CPI), and Core CPI
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Reasons for the ƑFinal Mileƒ Holdup?
Supercore Services (Core Services ex-Shelter), Core Goods, Shelter Inflation (% Change Year-over-Year), Averages (Horizontal Lines)
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Is Wage Growth Set to Slow?
Quits Rate (Private Sector, Advanced Two Quarters, % SA) and ECI Private Wages and Salaries (YoY Growth, % SA)
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Source: U.S. BLS, First American Calculation, Q3 2024
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Two Measures of Full Employment
Unemployment Rate and Prime-Age Labor Force Participation Rate (%, SA)

Recession Unemployment Rate (LHS) Prime-Age Labor Force Participation Rate (RHS)

Source: U.S. Bureau of Labor Statistics, Dec. 2024
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The Labor Market Continues to Gradually Cool
Job Hires, Quits, Layoffs and Discharges, Openings (Levels in Thousands, Seasonally Adjusted)

Hires Quits Layoffs and Discharges OpeningsSource: JOLTS, Oct. 2024
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The Great Resignation Turns Into The Great Stay
Job Openings, Hires, Quits and Layoffs: Total Nonfarm, Rate, Seasonally Adjusted

Recessions Openings Hires Quits Layoffs

Source: U.S. Bureau of Labor Statistics, Job Openings and Labor Turnover Survey, Nov. 2024



@odetakushi

©2025 First American Financial Corporation and/or its affiliates. All rights reserved. q NYSE: FAF

Source: U.S. Bureau of Economic Analysis, FRBSF, First American Calculations, Sep. 2024
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The FOMC Cuts Rate and Signals More to Come
Economic projections of Federal Reserve Board members and Federal Reserve Bank presidents
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Current target rate: 425-450
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Source: Fannie Mae, MBA, Wells Fargo, 2025
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Takeaways:

1. Inflation has proven to be stickier than expected, but 

fundamentals have been and will remain disinflationary into 

early 2025

2. Stubborn inflation and a resilient labor market have reduced 

expectations for Fed rate cuts this year

3. The baseline expectation is two 25 bps rate cuts, bringing the 

target range to 3.75%-4.00% at year-end 2025

4. Mortgage rates are expected to remain above 6 percent, but 

there could be some decline from todayôs levels



The Long-Run Demographic Tailwind
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Sunbelt Markets Experience Strongest Population Growth
2022-2023 Annual Population Growth, %

Source: U.S. Census Bureau, First American Calculations, 2023
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Takeaways:

1. The demographics for home buying will remain very favorable in 

the coming years

2. Over the next decade, as baby boomers age out of 

homeownership, the housing shortage may narrow and 

eventually disappear

3. Many of the homes being sold by baby boomers will need some 

work

4. Given the highly sought-after locations of these housing units, 

there will likely be buyers willing to spend the money needed for 
updating and remodeling



You Canôt Buy Whatôs Not For Sale



@odetakushi

©2025 First American Financial Corporation and/or its affiliates. All rights reserved. q NYSE: FAF

 (1,500k)

 (1,000k)

 (500k)

0k

500k

1,000k

1,500k

2,000k

Source: Census  Bureau, HUD (obsolescence rate of 0.31% of existing stock), Nov. 2024
*Household formation are imputed for the months of Oct. and Nov.

Building the Housing Debt
Difference Between New Housing Units Completed (SAAR) and New Household Formation (2 -Year Moving Average)
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The Big Building Short
Housing Starts Per 1,000 Households

Recessions HS per 1,000 Households Pre-Pandemic Historical Average

Source: U.S. Census Bureau, First American Calculations, FRED, Nov. 2024




