
This chart measures the year-over-year change in the 
amount of mortgage money available to a homebuyer, 
known as the buyer purchasing power index (BPPI). 
The BPPI is based on California’s average gross income 
and the 30-year fixed rate mortgage (FRM) rate. 
30-year FRM rates in California averaged 4.45% in 
September. One year earlier, the rate was 3.45%. 
As a result, the BPPI figure fell to negative 10.33 in 
September for the second time this year, mirroring the 
worst drop since 2006. This translates into a 10.33% 
decrease in mortgage funds available to today’s buyers 
compared to funds available one year earlier. In turn, 
the maximum price they are able to pay for property is 
reduced by an equal percentage.
As a result, pricing is now feeling downward pressure. 
Expect home prices to level off and drop by the end 
of 2013, as end user purchasing power is limited and 
speculators begin to exit the market.
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This chart contrasts the average 30-year FRM rate 
with the corresponding availability of mortgage 
funds, stated in today’s dollars. It displays how 
falling interest rates for 30 years prior to 2013 
constantly increased the mortgage funds available 
to buyers.
As interest rates rise over the next 20-plus years, 
this principle will work in reverse. Going forward, 
mortgage funds available to buyers will generally 
decrease.
To maintain current homes sales volume, FRM 
rates will need to fall back below 4% and remain 
there through 2014. This will allow the housing 
recovery to gain some momentum before the 
Federal Reserve lets rates rise further, probably in 
2015.

Rise in rates hinders ability to 
borrow

Yield spread increase forecasts 
economic recovery
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The yield spread is an indicator of a recession or 
recovery one year forward. The yield spread is the 
difference between the 10-year Treasury Note rate 
and the 3-month Treasury Bill rate. When the yield 
spread dips below zero (the orange line), it foretells of a 
business recession in one year (indicated by the vertical 
gray bars).
The yield spread increased to 2.81 in September, 
following a bumpy upward trend from 1.53 in July 2012, 
its lowest point since the 2008 recession. This yield 
spread increase suggests a more vigorous economic 
recovery going into 2015. 
Low yields on risk-free investments have driven cash-
heavy speculators almost exclusively to hard assets like 
real estate. This has caused a temporary price bubble. 
Looking forward, a sustainable rise in home prices only 
boots up after 12 months of consistently increasing 
home sales volume, and for that we are still waiting.
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30-year FRM rate  
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Avg 30-Year FRM Rate and Mortgage Funds Available 

Data courtesy Freddie Mac, U.S. Census, calculated by first tuesday 

After 2016, available funds will remain 
relatively level due to rising interest 

rates acting on increased buyer 
incomes  

Interest rates will increase 
beginning in 2015 for the 

next 20 years. 
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DATE: _____________, 20______, at _____________________________________________________, California.

Items left blank or un checked are not ap pli ca ble.

1. RETAINER PERIOD:

1.1 Seller hereby retains and grants to Broker the exclusive right to market, solicit and negotiate for
the disposition of the property, through sale, exchange or option, for the listing period beginning 
on _____________, 20______ and terminating on _____________, 20______.

1.2 Broker agrees to use diligence in the performance of this employment.

2. SELLER’S DEPOSIT:

2.1 Seller hands $_______________ to Broker for deposit into Broker’s trust account for application to Seller’s 
obligations under the attached Listing Package Cost Sheet. [See ft Form 107] 

3. BROKERAGE FEE:

NOTICE: The amount or rate of real estate fees is not fixed by law. They are set by each Broker individually 
and may be negotiable between Client and Broker. 

3.1 Seller agrees to pay Broker ____________________ of the price sought or obtained, IF:

a. Anyone procures a buyer, exchanger or optionee on the terms stated in this agreement or on any other
terms accepted by Seller during the period of the listing;

b. The property is withdrawn from sale, transferred or leased without Broker’s consent, which will not be
unreasonably withheld, or otherwise made unmarketable by Seller during the period of the listing;

c. Seller terminates this employment of Broker during the period of the listing; or

d. Within one year after termination of this agreement, Seller or his agent enter into negotiations, which
later result in a transaction contemplated by this agreement, with a prospective buyer whom Broker or
a cooperating broker negotiated with during the period of this listing. Broker to identify prospective
buyers by written notice delivered personally or electronically, or mailed to Seller within 21 days after
termination of this agreement. [See ft Form 122]

3.2 Should Seller acquire replacement property in a transaction in which Broker negotiates, Seller to further
compensate Broker on acquisition of the replacement property based on the fee amount stated in §3.1.

3.3 Should this agreement terminate without Seller becoming obligated to pay Broker a fee, Seller to pay Broker 
the sum of $_______________ per hour of time accounted for by Broker, not to exceed
$_______________.

4. GENERAL PROVISIONS:

4.1 Broker is authorized to place a For Sale sign on the property, inspect the property’s condition, verify
any operating income or expenses and publish and disseminate property information to meet
the objectives of this employment.

4.2 Seller authorizes Broker to cooperate with other brokers and divide with them any compensation due.

4.3 Broker is authorized to accept, on behalf of any buyer, an offer and deposit.

4.4 Offers to purchase received by Broker may be submitted to Seller personally or electronically, or by USPS 
postage-prepaid mail.

4.5 Broker may have or will contract to list comparable properties or represent Buyers seeking comparable
properties during the listing period. Thus, a conflict of interest exists to the extent Broker's time is required 
to fulfill the fiduciary duty owed to others he now does or will represent. 

4.6 Before any party to this agreement files an action on a dispute arising out of this agreement which
remains unresolved after 30 days of informal negotiations, the parties agree to enter into non-binding
mediation administered by a neutral dispute resolution organization and undertake a good faith effort
during mediation to settle the dispute. 

4.7 The prevailing party in any action on a dispute shall be entitled to attorney fees and costs, unless they file
an action without first offering to enter into mediation to resolve the dispute.

4.8 This listing agreement will be governed by California law.

5. REAL ESTATE:

5.1 Type _________________________________________________________________________________
Referred to as _________________________________________________________________________
Vesting _______________________________________________________________________________
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SELLER’S LISTING AGREEMENT
Exclusive Right to Sell, Exchange or Option

Prepared by: Agent  ____________________________
                   Broker ____________________________

Phone _______________________
Email _______________________

BRE License #

www.firsttuesday.us
http://journal.firsttuesday.us/buyer-purchasing-power/
http://journal.firsttuesday.us/buyer-purchasing-power/#funds
http://journal.firsttuesday.us/using-the-yield-spread-to-forecast-recessions-and-recoveries/
www.firsttuesday.us
www.firsttuesdayjournal.com

	Click here to insert your image!: 
	Text2: 
	Text3: 
	Text4: 
	Text5: 
	Click to print!: 



