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The magic number

Chapter 1

A match made from memories 



Gen Z has a different answer to what makes for a 
good interest rate on a house. 



The youngest buyers in the United States are 
willing to stretch up to 4.9%, the highest 
threshold of any generation.  



At first glance, that sounds wrong. The group with 
the least savings and the most exposure to rate 
risk should, by any logical reading, be the hardest 
to move. But Gen Z has never borrowed money at 
3%. The 2% to 3% window that anchors older 
buyers' sense of what a mortgage “should” cost is 
not a memory for them; it is, at best, a history 
lesson. They have built their expectations around 
a world where rates are high, and the threshold 
for Gen Z home ownership reflects that. 



But the rates borrowers actually secure are much 
closer together than those generational memories 
might suggest. Gen Z borrowers tend to pay 
slightly higher rates, but differences between age 
cohorts are generally less than 0.2 percentage 
points and small beside the much larger shifts in 
mortgage rates over time. 

Millennials, the cohort naming the lowest ideal 
rate, carry a different memory of the market. 
Many came of age as buyers during the low-rate 
years, and their threshold reflects that history. Yet 
their behavior tells a less nostalgic story. Even 
with rates elevated, Millennials are still taking out 
the largest number of loans in the U.S. Cotality 
data shows lenders wrote 3.1% more Millennial 
loans in 2025 than in 2023, despite 2025 
opening with rates at 6.9%, compared with 6.5% 
at the start of 2023. 



That increase is small but suggests some buyers 
are mortgaging their expectations and lifestyles 
to make ownership work, rather than waiting for 
the market to bend all the way back to the rates 
they would prefer.  
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Chapter 1

Shifting signals



What is significant beyond the interest rate 
people want is what has changed while they’re 
waiting for it to arrive. Among recent buyers, the 
thing that most convinced them to stop browsing 
and start applying were life events such as a baby 
on the way, or a job offer in another city. In other 
words, life pushed them into the market, and they 
took whatever rate was available at the time. 



Future buyers are different. Thirty percent of 
those buyers are looking for a specific interest 
rate as their signal, compared with 20% of recent 
buyers. 

The sticking point is timing. A rate in the 4% 
range may not arrive soon, particularly in the U.S. 
A buyer who waits another year for that number 
may save on the monthly mortgage payment, but 
lose more in rent, delayed equity and a longer 
path to ownership.  



“It’s expensive to buy a home. But so is renting,” 
says Cotality’s Chief Economist Selma Hepp who 
explains that over the long run, homeowners 
come out ahead. “Older generations know this. 
Millennial buyers, who are the largest cohort of 
homebuyers, have not experienced a sustained 
higher-rate environment, which can distort their 
expectations. Ultimately, it comes down to limited 
experience—but that lack of experience can be 
costly..” 

What will motivate buyers to take out a mortgage? 

For Gen Z, reaching a specific

interest rate is the top catalyst for

both future and recent buyers.

Future buyer

Recent buyer

Data source: Cotality survey, Q2 2026 
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Chapter 1

Here’s what it looks like: 



A buyer who rents another year at $2,000 while 
waiting for the interest rate to drop is signing 
away thousands of dollars. On a $300,000 loan 
over 30 years, even a 6% interest rate is 
effectively cheaper when you include tax benefits 
and equity accumulation. Every year, a buyer gets 
about a month of rent returned to them in equity. 
Over 10 years, the savings stacks up to nearly 
$24,000, and that’s if a buyer never refinances, 
moves, or changes circumstances long before 
then. Most will take the next step on the 
homebuying ladder, and they’ll do so using the 
equity they amassed. The lender who can show 
the impact of that calculation on mortgage 
affordability, before anyone else does, gives the 
buyer something better than a rate quote: a clear 
decision. 

Across all five markets, 30% of future buyers say 
a specific interest rate would move them from 
browsing to applying. That is a practical signal for 
lenders. Nearly a third of future buyers have 
named the point at which they may act, and some 
are close enough for a structured buydown or 
lender credit to make the numbers work. 



The signal is stronger among younger buyers. 
Cotality loan origination data shows they are still 
pushing into the market despite higher rates. 
They may prefer a lower rate, but their behavior 
shows a willingness to bend the loan, the home 
and the lifestyle around it to make ownership 
possible.  



Buyers who are under 25 were the most resilient 
shoppers; they are also the ones who said they'll 
move at higher rates. Cotality data shows that 
when rates started to climb in 2022, participation 
from the youngest buyers dropped nearly 10 
percentage points less than other cohorts. 

Through three straight years of rates above 6.5%, 
this group’s market participation continued to 
climb as everyone else held almost perfectly flat. 

It is the clearest picture in the data of a cohort 
waiting for a signal before taking aim. Buyers are 
saying what they need to move forward. For the 
rate-sensitive buyers the survey describes, that 
signal is a lower interest rate, but maybe not as 
low as they’d like. Forward-looking lenders who 
are optimizing for long-term growth now have a 
path laid for them to tap into a generation that is 
finding a path to their goal and has said it will 
remain loyal to the lender that guides them. 

$24,000 
The amount buyers save in equity 
(vs renting) over 10 years

6.6%
The mortgage interest rate where 

buying vs renting becomes 
effectively cost neutral

© 2026 Cotality, Inc. All Rights Reserved. Proprietary and confidential. This material may not be reproduced in any form without express written permission.© 2026 Cotality, Inc. All Rights Reserved. Proprietary and confidential. This material may not be reproduced in any form without express written permission.



06HOME INSIGHTS Cotality Consumer Sentiment Report Q2 2026 

The trade-offs buyers will make

Chapter 2

Cotality's survey asked homebuyers what they 
are doing, or planning to do, about the rising cost 
of homeownership and its subsequent effects on 
mortgage affordability. The pattern in their 
answers is unambiguous and consistent from 
Savannah to Sydney. When pressure builds, 
buyers try to protect their homes by cutting the 
life around it. 

Where they are least inclined to cut is their 
willingness to take a smaller mortgage (65%) or 
buy a smaller home (59%). 



The sacrifice ladder goes lifestyle and time first, 
structure of the deal second, structure of the 
house last. 



That ordering tells us that buyers are protecting 
the asset itself. To keep the home, its size, its 
location, its long-term value, they are adjusting 
around it. The house is the load-bearing wall 
while everything else is the wallpaper. 



The direction is the same in every market: people 
who want to own a home are doing more with 
less. Buyers are also increasingly cutting their 
initial investment, shouldering mortgage 
insurance and a larger overall price tag in order to 
balance competing costs. 

What buyers are willing to sacrifice for homeownership

Data source: Cotality survey, Q2 2026 
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