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Whether you are a buyer or seller, learn how interest rate 

fluctuations impact the real estate market, directly 

influencing buyer’s affordability and seller’s pricing 

considerations.   

 

Are you trying to understand the real estate market as a 

potential seller or buyer in America or any other country? 

Then, you should brush up your knowledge about interest 

rate fluctuations. Mostly, people tend to go for mortgage 

loans. Remember! When you begin understanding interest 

rates, you are potentially ready to make financially sound 

mortgage decisions. Rising interest rates impact mortgage 

payments by causing higher mortgage payments. In turn, 

this affects buyer’s affordability for home-buying.  
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When you discuss interest rate fluctuations in a real estate 

market, you get mortgage interest rates. Here, the interest 

rate is the amount you must pay as a buyer against the 

borrowed money you obtain. Many elements combine to 

directly or indirectly influence mortgage interest rates, 

such as your challenges or a country’s economic condition. 

 

Types of Mortgage Interest Rates 

 

Mortgage interest rates are of two types: 

1. Fixed-rate mortgage  

2. Variable or Adjustable-rate mortgage 
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In a fixed-rate mortgage, the interest rate remains fixed 

over time without changing, typically from two to five 

years, and is set when you take out the loan. In contrast, the 

interest rate may go up or down in a variable mortgage. 

Remember, variable interest rates start at lower interest 

rates than fixed-rate ones. 

 

NOTE 

 

Interest rates in a real estate market differ from the Annual 

Percentage Rate (APR) because APR tells you a mortgage’s 

actual cost. The APR includes the interest rate, discount 

points and lender’s fee for the money borrowed, while the 

interest rate is only the percentage the lender charges for 

lending you money. That’s why the APR is higher than the 

interest rate. 
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Why should a buyer or seller pay attention to interest rate 

fluctuations for real estate dealing? This is because interest 

rates highly influence the real estate market and are more 

than mere numbers.  

 

1) Impact on Buyer’s Affordability 

                                

High mortgage interest rates mean buyers must pay higher 

monthly payments. As a seller, you might get limited 

suitable buyers for your property, making it essential to 

price the house accordingly. 
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1) Effect on a Property’s Appeal 

A high seller’s pricing strategy following high mortgage 

interest rates may decrease the property’s attractiveness to 

potential buyers. Conversely, a competitive price can lead 

to quicker sales by attracting more interest. 
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Did you know a country’s interest rate is decided by its 

central banks? Then, they decide on offering how much 

annual percentage rates (APRs). Such banks cope with 

rising inflation in their countries by raising interest rates like 

in America. It discourages borrowing. Similarly, a rise in 

mortgage interest rates leads to an increase in the monthly 

payments for a loan of the same amount and negatively 

impacts a buyer’s affordability. 

 

Let’s look at a scenario: 
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For instance, a buyer who may have qualified for a 

$500,000 mortgage at the end of the year may only be 

eligible for a $455,000 mortgage now. This forces some 

buyers to get priced out of the real estate market. As a 

buyer, you may no longer qualify for a loan or afford to pay 

such a loan in the long term. Even buyers who may still 

qualify tend to go to more affordable choices as they have 

to constantly monitor their monthly expenditures to not 

cross a certain self-set budget.  

As a Seller, the rising mortgage interest rates decrease 

demand for real estate. This decrease in housing demand 

means selling your home in no time may not be instantly 

possible. You may get only a few offers and those too by 

offering some concessions. Rising interest rates break the 

tempo of a hot-selling housing market. 

In America alone, the rise in mortgage interest rates over 

the years is tremendous. 
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Source: Statista 
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https://www.statista.com/statistics/500056/quarterly-mortgage-intererst-rates-by-mortgage-type-usa/
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Declining interest rates increase a buyer’s affordability in a 

real estate market. It means that as a buyer, if you could 

buy a home at $400,000 before, now with a decrease in 

interest rates, you may aim for a higher-priced house like, 

say, a $450,000 home. This prompts a market rush because 

many people wait for the perfect time for lower mortgage 

interest rates to buy a home. 

 

Consequently, declining interest rates affect the housing 

market in an inverse relationship by raising the demand. 

Apart from creating a buying frenzy, such interest rate 

fluctuations place upward pressure on house-buying prices. 

Mostly, interest rates are rising in America and globally due 

to rising inflation and other key factors. 
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Seller’s Pricing Strategies Amid Interest Rate Fluctuations  
 

Interest rate fluctuations greatly impact your pricing 

strategies as a seller. We have provided some essential 

seller’s pricing strategies below:  

 

I. Monitor Comparable Sales 

Look around your neighborhood and investigate similar 

properties that have sold recently. Search and focus on 

properties having features similar to your house’s age and 

size to gauge what buyers might be willing to pay for it. 

 

II. Price According to Market Demand 

Understand your local housing market demand and then set 

the right price. A rise in real estate demand means you may 

still be able to command a higher price. 
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III. Consider Your Upgrades or Unique Features 

Never disregard your house’s unique features or any 

upgrades as meaningless ones! They can drastically alter 

your seller’s pricing game if you remember to pay attention 

to them. So add these to your pricing strategy, as they can 

justify a slightly higher price by adding value. 

 

IV. Consult a Real Estate Agent 
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Dealing with interest rate fluctuations is not easy. You 

should consult an experienced real estate agent who can 

provide insights specific to your market and help you tailor 

a pricing strategy that aligns with the current mortgage 

interest rates. 

 

 

No matter how much you know about a real estate market 

and interest rate fluctuations or their correlation, don’t 

forget to consult or work with an experienced real estate 

agent. Whether buying or selling a home, a reliable real 

estate agent proves a great help by saving you from 

potential property-related issues. They know about real 

estate markets across multiple areas and can, additionally, 

determine a fair price for your potential or existing 

properties. 
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