
Dear Client:			   Washington, March 26, 2026

	 Amid hopes for a strong spring season… 
	 The Iran war hangs over the housing market.
While home buying is likely to improve modestly 
over the year, sales will still run at a sluggish pace
on account of challenging affordability conditions. 

	 Many buyers will stay on the sidelines
	 due to elevated mortgage rates, which are up
as Treasury yields climb. The average mortgage rate
for a 30-year fixed loan had finally dipped below 6% 
in late Feb., for the first time since 2022. But rates
quickly rebounded in March to their highest level
since Dec., after the U.S.-Israeli attack on Iran. 
	 The Iran conflict will add volatility to rates
and could possibly push them higher if the fighting
drags on. The spring selling season is shaping up 
to be modestly better than last year, when rates 
hovered near 7% and volatility in trade policy 
and financial markets dented buyer confidence. Still…
	 Home sales will remain tepid this year. 
The slump in Jan. home sales and the small gain 
in Feb. show that affordability is still a problem.
Mortgage payments for first-time buyers are still near
the highest level since the 1980s, adjusted for inflation. The share of first-time buyers
in the housing market fell to a historic low of 21%. Meanwhile, the median age 
of first-time home buyers hit an all-time high of 40. As recently as 2020, it was 33. 

	 Single-family inventory is increasing at a sluggish pace as many owners
who feel locked in by their current, low mortgage rate opt to stay put. About 80% 
of outstanding mortgages carry rates below 6%. Nearly a third have a rate between 3%
and 4%. The problem is particularly prevalent in pricey coastal housing markets. 
	 Low affordability is likely to stop house prices from rising significantly. 
The share of homes sold below asking price last year rose to the highest level 
since the pandemic, while the average discount was the highest since 2012. In 2025, 
home sellers exceeded prospective buyers by the largest margin in over a decade. 

	 The conflict in Iran poses significant headwinds to the home building sector.
Sustained high oil prices would increase costs while weakening demand from buyers.
Building permits have been flat or down over the past three years. Housing starts 
hit a five-year low in Oct. 2025. Meanwhile, slow sales have pushed inventories
to 7.6 months at the current sales pace (six months is viewed as a healthy level).
As a result, 37% of builders cut prices in March, giving buyers significant leverage. 
	 Policymakers have begun rolling out some plans to improve affordability,
such as the president’s order to Fannie Mae and Freddie Mac to buy more MBS…
mortgage-backed securities…to hike liquidity and bring mortgage rates down.
	 But there is only so much government can do when the market is so tight.
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Housing Forecasts

2025 2026

Single-family
starts

-7% -2%

Multifamily
starts

17% -4%

New-home
sales

-1% 2%

Existing-
home sales

-1% 3%

Year-end
30-year

mortgage rate
6.2% 6.2%

Year-end
price change

1% 1%



	 Regionally, home prices are reversing some trends from the pandemic.
	 Places that saw the steepest appreciation then are seeing prices drop now,
especially in formerly hot Sun Belt metros. Meanwhile, markets that saw an outflow
of residents during the pandemic are now seeing prices pick up. Among them: N.J.,
Conn., Ill. and Wis. Specific cities where prices are rising briskly now: Chicago,
New York, Cleveland and Minneapolis. By contrast, once-hot cities like Tampa,
Miami, Dallas, Denver and Phoenix have been seeing prices decline. Some of this
is likely a natural correction after the sharp run-up during and after COVID-19.
Moreover, the markets seeing price declines are the ones with more construction.
Those where prices are rising fastest tend to have little in the way of new building.

	 Data center development is slowing down. The fourth quarter of last year 
	 saw only 25 gigawatts of new capacity, a 50% drop from the third quarter 
and the first quarterly drop since 2020. This follows big growth in the project pipeline,
which has increased from 93 GW at the end of 2024 to 241 GW at the end of 2025. 
	 Capex growth for data center projects is expected to decelerate in 2026
for the first time in three years, with the largest developers investing $94 billion more 
than last year on the physical buildings and power, just 58% of 2025’s growth.
	 New projects face many constraints, including limited electric grid capacity. 

	 Time is the crucial factor in gauging the economic fallout of the Iran war.
	 The longer it lasts, the more danger the economy faces. Reduced exports
of energy and other key commodities from the Persian Gulf won’t cause a recession,
if the disruption to shipping starts to fade soon. The spike in gas and diesel prices
is painful, but bearable, and U.S. stockpiles of oil and refined fuels are fairly large.
	 Unfortunately, signs of a lengthy disruption are mounting. Even a deal
to end the war quickly (see p. 3 for more) may not be enough to avoid serious impacts.
Damage to energy facilities in the Middle East is growing. Restarting idled oil fields,
repairing facilities damaged by the war and getting tanker traffic back up to normal
will take weeks or months. Some damage may not be fully repaired for years.
If the war drags on or intensifies further, the timeline for recovery gets even longer.
	 War is always uncertain. But you should plan on higher energy prices
this spring, if not deeper into the year. Even in the best-case scenario, fuel prices
won’t return to their prewar levels. In the worst scenarios, they have the potential
to revive inflation to a degree that could see the economy flirting with recession. 

	 The American consumer has weathered a lot lately. This is one more test.
So far, households have proved resilient and willing to spend, despite surveys
showing consumers are in a dour mood. But if rising gas prices lead to a new surge
of general inflation, that may finally force a lot of folks to spend less and save more,
especially if the recent weakness in the job market prompts fears of more layoffs.

	 Shippers, prepare for steeper fuel surcharges as diesel prices keep rising.
A potential recovery in manufacturing was already pushing up demand for trucking,
while the recent burst of data center construction has lifted rates for flat-bed trucks
in particular. The run-up in diesel prices has added about 16¢ per mile on average,
with fuel costs likely to rise further. In 2022, diesel prices rose 52%, but surcharges
charged by trucking fleets jumped 68%. Such hikes filter into countless products.

	 Farmers, meanwhile, are bracing for the fallout from higher fertilizer prices.
One index of nutrient prices is up by 22.6% since the war began, but prices of urea…
the world’s most widely used nitrogen-based fertilizer…have grown by more than 40%. 
Roughly 1 in 4 U.S. farmers have yet to secure their supplies ahead of spring planting.
The current supply disruption will almost certainly fuel higher food prices this year,
even if the conflict is resolved, with consumers seeing costs rise 6-12 months later. 
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	 Gaining momentum: Bipartisan legislation to improve weather forecasting
	 and disaster response systems. The bill addresses hurricane, tornado
and river flood forecasting; wildfire and landslide preparedness; drought monitoring;
and more by way of radar and satellite modernization, commercial data sharing, etc.
	 The measure comes on the heels of several recent staffing and funding cuts
at the National Oceanic and Atmospheric Admin. and the National Weather Service.
Sens. Ted Cruz (R-TX) and Maria Cantwell (D-WA) are leading the effort. The bill
recently cleared a key Senate committee and now heads to the full chamber. 
	 Meteorological groups have criticized the weather-related spending cuts,
warning that they pose far-reaching consequences for public safety nationwide.

	 Hoteliers are cautiously optimistic about 2026. 39% expect demand this year
	 to remain relatively stable compared with 2025, while 29% expect bookings
to be somewhat stronger and 6% expect them to be much stronger, per a survey
of 246 hoteliers by the American Hotel & Lodging Assn., conducted in late Feb. 
	 Hotel owners say operating costs remain their biggest challenge this year.
Among the most frequently cited industry pressures: Cost of goods and supplies 
(71%), labor costs (65%), fluctuating room demand and occupancy (59%), utility 
and energy costs (50%), insurance premiums (43%) and workforce shortages (42%).
	 Staffing shortages persist across the industry. More than half of respondents
report that their properties are either somewhat or severely understaffed. To recruit 
and retain employees, hotels are offering a range of incentives, including higher wages 
(70%), flexible scheduling (54%), hotel discounts (54%) and enhanced benefits (31%).
	 Hotels in host cities for soccer’s 2026 men’s World Cup hope for a windfall
during the tournament, which kicks off in June in 11 U.S. cities, as well as cities 
in Canada and Mexico. Yet 20% have reported 2026 bookings below expectations.

	 Canadians continue to shun the U.S. amid political and trade tensions
between Ottawa and Washington. The number of Canadians returning from trips
to the U.S. in Feb. was down 14.5% compared with Feb. 2025, according to data
from the Canadian government. Compared with Feb. 2024, the decline was 31.5%.
	 The drop in Canadians visiting the U.S. has a significant economic impact. 
In 2024, Canadians generated $20.5 billion in spending and supported 140,000 jobs
in the U.S. A 10% drop in visits could result in more than $2 billion in lost spending
and 14,000 job losses. Fla., Calif., Nev., N.Y. and Texas are most at risk economically.
	 Don’t expect Canadians to return to the U.S. in droves anytime soon. 
A Jan. survey of 1,000 Canadians showed that 59% say U.S. government policies, 
trade practices and political statements make them less likely to travel to the U.S.
this year, an increase of 53% from last Oct. but down from a peak of 63% in July 2025. 
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	 With talks to end America’s war with Iran still in flux as we went to press...
	 The Pentagon is readying another big military action. Thousands of troops
are on their way to the Middle East, upping the likelihood of boots on the ground
in Iran, although the Trump administration’s war aims remain somewhat unclear. 
	 The president may hope a final show of force allows him to declare victory,
as he did after bombing Iran’s nuclear facilities last year, or ups American leverage
in future talks with Tehran. The fate of the Strait of Hormuz hangs in the balance.
The U.S. wants shipping restored to its prewar status quo. At the same time, Iran
is readying plans to charge ships for safe passage through the vital waterway. 
	 Either way, the White House is running out of time. The president’s efforts
to soothe oil markets are running up against the physical reality of lost supply. 
Plus, he faces growing pushback from Congress, including many Republicans,
who are skeptical about the war’s rising price tag and America’s path to victory.

IRAN



	 Apple’s in-house computer chip designs are paying dividends for the firm.
	 The company’s latest breakthrough: Reusing an old phone chip in a laptop,
a huge feat that paves the way for new products and figures to disrupt the PC market. 
Apple’s chips outpace its competitors in both computing power and battery life. 
	 The MacBook Neo is a $600 laptop, far cheaper than similar Apple products
because it uses an iPhone chip from two years ago. But the chip is powerful enough
for a huge swath of users and gives the company a leg up in terms of budget laptops. 
CEO Tim Cook says the Neo scored the most first-time customers of any Mac device. 
	 Apple looks to gain in the PC market amid an ongoing memory chip crunch.
The shortage has sent prices soaring and could put other vendors out of business. 
Apple’s huge scale, supply chain expertise and ability to absorb higher costs put it
at an advantage when navigating the current, rather turbulent, technology landscape.
	 Look for Apple’s new laptop to be popular with college students, for whom
the price is $500. It could also challenge the Google Chromebook in K-12 education.
	 Apple is forging its own path. The company lags other tech giants on AI,
but is also avoiding the sky-high spending that has eaten into their free cash flow.

	 With Apple set to enter the fray, sales of foldable smartphones will surge
in 2026, bucking the severe downturn in the overall global smartphone market.
Shipments of the expensive, supersize handheld devices will jump 20% this year.
	 Foldable smartphones have proved durable since entering the market
after years of testing and prototyping, easing concerns about middle creases
breaking down over time. While phones can still have slight bulges down the center,
the screens are able to survive thousands of bends. The most popular vendor
is Samsung, with 40% of the market, followed by Huawei, which has a 30% share. 
Apple is expected to grab a whopping 28% of the market when its phone debuts. 
	 Expect the devices to grow in popularity with business users. Multitasking
is easier with plenty of screen real estate, and the ability to open many apps at once.
	 For now, these foldable variants are a small share of the smartphone market,
at 1.6%. But they will become increasingly important to the industry’s bottom line,
given their high profit margins. Cheap and midrange phones are being squeezed
by the same memory chip shortage that is currently affecting the budget PC market.

	 March Madness will cost employers $12.1 billion in lost productivity,
	 says a study of how the NCAA men’s and women’s basketball tournaments
affect the workplace, conducted by employment firm Challenger, Gray & Christmas.
That’s an increase of $2.5 billion since 2024, the last time the firm studied the issue. 
	 24.6% of workers admit to watching tournament games during work hours,
and 21% have taken a vacation day to watch games, per a survey by Action Network,
a sports betting resource website and app. Fans spend an average of 1.5 hours per day
following March Madness, with one-third spending at least two hours tracking games.
	 There is one silver lining for employers: The event can boost workers’ morale.
Managers can find workplace value if they embrace, but manage, employee interest
in games during working hours. Suggestions include setting up dedicated spaces
where employees can watch the contests and discuss their tournament brackets,
offering competitions with prizes and allowing employees to wear swag on the job.
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