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With interest rates ticking upward in 2018 and the prospect of further rate increases to come, the era of historically-

low mortgage rates may be ending. While many homeowners have taken advantage of low interest rates by 

refinancing, some homeowners have not. This research brief draws on the Survey of Consumer Finances to 

examine the extent to which homeowners had and had not refinanced prior to the 2016 survey. It then identifies 

and describes the mortgage and demographic characteristics of homeowners who may be affected by rising rates, 

including those with adjustable-rate mortgages and those with fixed interest rates of 5 percent or higher.

any household members who are financially independent. More 

precisely, SCF defines primary economic units to consist of “an 

economically dominant single individual or couple (married 

or living as partners) in a household and all other individuals 

in the household who are financially interdependent with that 

individual or couple.” For simplicity, this research brief uses the 

terms “household” or “homeowner” to refer to primary economic 

units.

All estimates are weighted to be representative of all primary 

economic units in the United States using the sample weights 

provided by SCF. For estimates describing the population 

of homeowners, the sample excludes owners of farms and 

manufactured homes due to the different financing options 

available for these properties. The estimates for homeowners 

are therefore representative of all homeowners whose primary 

residence is not a farm or manufactured home. 

Results
The long-term decline in interest rates since the 1980s generated 

substantial incentives for many homeowners to refinance in order 

to secure lower interest rates and lower their long-term costs of 

homeownership. The average interest rate on a 30-year fixed-rate 

mortgage (FRM) declined from more than 10 percent in the 1980s 

to just 3.7 percent in 2012, before leveling out near or below 

4 percent from 2012 to 2017. Because interest rates averaged 

around 6 percent during the housing boom period from 2002 

to 2007, many homeowners who purchased during that period 

were able to reduce their interest rate by 1-2 percentage points 

or more in recent years. With interest rates moving upward to 4.6 

percent in June 2018 and the Federal Reserve signaling further 

rate hikes, the window for homeowners to refinance may be 

closing. 

The analysis shows that sizable numbers of homeowners 

who stayed in the same home between 2007 and 2016 had 

not refinanced. Nearly 15 percent of all homeowners in 2016 

continued to hold mortgages originated in 2007 or earlier. While 

many of these homeowners may have opted not to refinance 

due to already low interest rates or a small remaining balance, 3.3 

million households in 2016 (4.5 percent of all homeowners) held 

pre-2008 mortgages with interest rates of at least 5 percent and 

loan balances of at least $50,000. Another 5.9 million households 

(8.0 percent of all homeowners) held mortgages originated 

in later years that had interest rates of at least 5 percent and 

remaining loan balances of at least $50,000. While some 

homeowners in this group may not have qualified for a prime 

rate at origination, rising interest rates will nonetheless remove 

the opportunity for this group to lower their long-term costs of 

homeownership if they are able to improve their credit history, 

build equity, or otherwise improve their credit profile to qualify 

for a prime rate in the future. Lastly, the results show that these 

refinancing outcomes do not occur evenly across demographic 

groups, raising concerns about the potential for disparities in 

refinancing activities to contribute to disparities in the long-term 

costs of homeownership.

Data: The Survey of 
Consumer Finances (SCF)
This research brief uses information available in the Surveys of 

Consumer Finances (SCF) for 1995-2016 to describe homeowners’ 

financing and refinancing activities. Collected every three years, 

the SCF includes detailed survey information about homeowners’ 

refinancing behaviors. The SCF reports information for “primary 

economic units,” which are similar to households but excludes 
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In 2016, 35 percent of all homeowners held a refinanced 

mortgage, including 27 percent who refinanced to reduce their 

interest rate and 7 percent who extracted equity during the 

transaction. This figure represents a 10-percentage-point increase 

from 1995, when 25 percent of homeowners held a refinanced 

mortgage. By contrast, 29 percent of all homeowners were 

paying off their initial purchase mortgage in 2016, compared to 

37 percent in 1995. The remaining 36 percent of homeowners in 

2016 had paid off their mortgage.1  

Only 15 percent of all homeowners in 2016 were paying  ff 

mortgages originated in 2007 or earlier, compared to 49 percent 

with mortgages originated in 2008 or later and 36 percent with 

no mortgage (Figure 1).2  Among the pre-2008 mortgages, 14 

percent were adjustable-rate and 86 percent were FRMs that 

would have locked in place the higher interest rates that prevailed 

prior to 2008. For example, as Table 1 shows, the median interest 

rate on pre-2008 FRMs was 5.0 percent, well above the 3.9 percent 

median among FRMs originated in 2008 or later. In contrast, the 

median interest rate on pre-2008 adjustable rate mortgages 

(ARMs) was 3.5 percent in 2016, similar to the 3.5 percent median 

among ARMs originated in 2008 or later. While these latter figures 

highlight the benefits of ARMs during periods of declining 

interest rates, ARM holders may face higher payments in coming 

years if interest rates continue to rise. While such increases are 

by no means certain, refinancing during the recent period of low 

interest rates may nonetheless have been attractive for any ARM 

borrowers who might struggle to afford higher payments—or 

who anticipate higher interest rates in coming years. 

FIGURE 1

DISTRIBUTION OF HOMEOWNERS IN 2016 BY MORTGAGE TYPE AND TIMING OF ORIGINATION

Notes: Estimates representative of all homeowners in 2016, excluding farms and mobile homes 
Source: JCHS analysis of the 2016 Survey of Consumer Finances.



TABLE 1

ARM SHARE AND MEDIAN INTEREST RATE OF MORTGAGES BY TIMING AND TYPE

Notes: Rate refinance defined as any refinance that does not include equity extraction. 
Source: JCHS analysis of the 2016 Survey of Consumer Finances. 
 

Figure 2 displays more detail about the distribution of interest rates for each group, highlighting the extent to which homeowners with 

pre-2008 FRMs are paying higher interest rates than those paid by other groups. Figure 3 shows the extent of variation in interest rates 

between homeowners with pre- and post-2008 loans that were originated for purchase, refinance, or equity extraction. While pre-2008 

rate refinances have somewhat lower interest rates than pre-2008 purchase or equity extraction loans, the interest rates for all three 

groups remain well above the rates for all three groups of loans originated in 2008 or later. This result illustrates the broad effects of the 

declining interest-rate environment experienced in recent years. 
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$10,440 over the life of each loan, respectively. While these 

figures likely outweigh the costs associated with refinancing, they 

also highlight that the payoff to refinancing for homeowners 

with small remaining loan balances depends on homeowners’ 

specific circumstances such as the remaining term of the existing 

loan, the amount of closing costs on a refinanced loan, the 

expected opportunity costs associated with paying closing costs 

immediately, and other factors. 

To provide a more detailed measure of the share of the share 

of homeowners who might benefit from refinancing, Table 2 

displays the number and share of homeowners with interest rates 

and loan balances above various thresholds. For example, in 2016 

3.3 million homeowners (4.5 percent of all homeowners) had 

an interest rate of 5 percent or more on a pre-2008 loan with a 

balance of at least $50,000, including 1.6 million (2.2 percent) who 

had an interest rate of 5 percent or more on a pre-2008 loan with 

a balance of at least $100,000. Among all homeowners in 2016, 

9.2 million (12.5 percent of all homeowners) had an interest rate 

of 5 percent or more on a mortgage loan with a balance of at least 

$50,000.

While these figures suggest that a majority of the homeowners 

with pre-2008 mortgages had either a remaining balance below 

$50,000 or an interest rate below 5 percent, they also show that 

a sizable number of homeowners held pre-2008 mortgages with 

high interest rates and large loan balances. Both for individual 

households and in aggregate terms, the lost potential for 

savings can be substantial. For example, if each of the 9.2 million 

homeowners with interest rates of 5 percent or more and loan 

balances of at least $50,000 were able to refinance to the 4.57 

percent interest rate averaged among 30-year FRMs in June 2018, 

the aggregate savings would amount to approximately $261 

billion.3  For individual households, this amounts to a median of 

$14,900 (average of $28,300) in reduced interest costs over the 

remaining life of the mortgage. While some of these households 

may not have had access to refinancing opportunities at a 4.57 

percent interest rate due to negative equity or other credit 

constraints, these figures nonetheless illustrate the steep costs 

borne by homeowners who did not have the opportunity to 

refinance during the recent period of low rates. 

FIGURE 2

DISTRIBUTION OF MORTGAGE INTEREST RATES IN 
2016 BY TYPE AND TIMING

 
Notes: Sample includes all homeowners with a mortgage in 2016, excluding farms and mobile homes. 
Source: JCHS analysis of 2016 Survey of Consumer Finances data. 
 
 
 

FIGURE 3

DISTRIBUTION OF MORTGAGE INTEREST RATES IN 
2016 BY LOAN PURPOSE AND TIMING

 

Notes: Sample includes all homeowners with a mortgage in 2016, excluding farms and mobile homes. 
Source: JCHS analysis of 2016 Survey of Consumer Finances data.

These results also highlight that in 2016 many homeowners 

with both pre- and post-2008 mortgages had interest rates high 

enough to make refinancing attractive. However, for homeowners 

with high interest rates but relatively small mortgage balances, 

the transaction costs associated with a refinance may have 

outweighed the benefits of a reduced interest rate. For example, 

refinancing a $50,000 loan balance from 5 percent to 4 percent 

would reduce the monthly payment by $24 for a 10-year loan 

and $29 for a 30-year loan, producing savings of $2,880 and 
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TABLE 2

Notes: Balances in 2016 dollars. N=2,332 homeowners with a mortgage in 2016, excluding farms 
and mobile; homes N=491 homeowners with pre-2008 mortgages. 
Source: JCHS analysis of 2016 Survey of Consumer Finances data. 
 

Low credit scores, limited or negative equity, or other credit 

constraints may have prevented some of these homeowners 

from refinancing their mortgages. For other homeowners, 

retaining their pre-2008 mortgage may reflect a lack of 

knowledge about refinancing options. While the SCF does not 

include sufficient information to separate these possibilities, the 

mortgage attributes in Table 3 suggest that credit constraints 

may have played a role in preventing some households from 

refinancing. For this analysis, we define ‘high-rate, high-balance’ 

to include homeowners with interest rates of at least 5 percent 

and loan balances of at least $50,000. While alternative cutoff points 

might also be chosen, this definition is likely to identify a set of 

homeowners who would likely have benefited from refinancing if 

they were able to lock in the 2016 average prime FRM rate of 3.65 

percent. 

CUMULATIVE NUMBER AND SHARE OF ALL HOMEOWNERS WITH INTEREST RATES AND LOAN 
BALANCES ABOVE VARIOUS THRESHOLDS4
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Among homeowners with pre-2008 high-rate, high-balance mortgages, 35 percent had mortgage payment-to-income ratios above 30 

percent and 23 percent have total debt-to-income ratios above 50 percent, compared to 15 percent and 9 percent, respectively, among 

all mortgaged homeowners. Similarly, 9 percent of these homeowners had negative equity in 2016, compared to just 3 percent of all 

mortgaged homeowners. These figures suggest that homeowners with negative equity or high debt-to-income ratios were less likely to 

have refinanced, although they also highlight that the majority of homeowners with pre-2008 high-rate, high-balance mortgages had 

both positive equity and debt-to-income ratios below these thresholds. 

The Survey of Consumer Finances unfortunately does not contain information about consumers’ credit scores, which may be an 

additional constraint to refinancing for many homeowners. Instead, Table 3 displays a measure of credit quality that compiles the 

information SCF collects about credit approvals and rejections. In 2016, 15 percent of homeowners with pre-2008 high-rate, high-

balance mortgages reported having a credit application rejected or approved for less than they applied for, compared to 11 percent of 

all homeowners with mortgages. Another 10 percent reported not applying for credit because they thought they would be rejected, 

compared to just 5 percent among all homeowners with mortgages. These figures, along with other information shown in Table 3, 

suggest both that credit history may have prevented some households from refinancing and also that the majority of households did 

not report any credit rejections. 

 
TABLE 3

MORTGAGE CHARACTERISTICS FOR SELECTED GROUPS OF HOMEOWNERS5 
 

 

Notes: Home equity is defined as a percentage of home value. The front-end ratio is defined as the ratio of monthly mortgage payments to monthly income, and the back-end ratio is defined as the ratio of total 
monthly debt payments to monthly income, as defined int he SCF’s published variables. Debt-to-income ratio figures sum to more than 100 percent because the front-end and back-end ratio measures are not 
mutually exclusive. Low rate is defined to include all homeowners with a mortgage interest rate below 5 percent. 
Source: JCHS analysis of 2016 Survey of Consumer Finances data. 
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Source: JCHS analysis of 2016 Survey of Consumer Finances data. 

 

Lastly, the demographic attributes in Table 4 also show that homeowner refinancing has not occurred evenly across groups. When 

compared to all mortgaged homeowners, those with pre-2008, high-rate, high-balance mortgages are less likely to be in the highest 

income and wealth quintiles or to have a 4-year college degree. Black and Hispanic homeowners are also more likely than white 

households to have pre-2008, high-rate, high-balance mortgages. While a full decomposition of these differences is beyond the scope of 

this research brief, the figures in Table 4 highlight the potential for disparities in refinancing activities to contribute to disparities in the 

long-term costs of homeownership. 

TABLE 4

 
 
 
Source: JCHS analysis of 2016 Survey of Consumer Finances data. 

DEMOGRAPHIC CHARACTERISTICS FOR SELECTED GROUPS OF HOMEOWNERS6
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Conclusion
This research brief draws on the Survey of Consumer Finances to 

take a closer look at the extent to which homeowners have and 

have not refinanced to take advantage of historically-low interest 

rates in recent years. The analysis shows that a large share of 

homeowners who stayed in the same home between 2007 and 

2016 refinanced to benefit from lower interest rates. However, 

4.5 percent of all homeowners in 2016 (3.3 million) reported that 

they continued to have a pre-2008 mortgage with an interest 

rate of 5 percent or more and a loan balance of at least $50,000. 

Additionally, another 8.0 percent of all homeowners (5.9 million) 

held mortgages originated in later years that had interest rates of 

at least 5 percent and remaining loan balances of at least $50,000. 

With interest rates moving upward in early 2018 and the Federal 

Reserve signaling further rate hikes, the window may be closing 

for these homeowners to lock in lower interest rates and reduce 

their long-term costs of homeownership.

Additionally, 7.1 percent of all homeowners in 2016 held ARMs. 

While many of these homeowners likely chose the RM structure 

intentionally to benefit from a lower interest rate, some members 

of this group may benefit from refinancing to the extent that they 

anticipate continued interest rate increases or would struggle to 

afford higher monthly payments.

The available data unfortunately does not allow the research 

brief to measure how many of each group of homeowners 

were constrained from qualifying for a lower-cost refinancing 

option, and how many did not refinance by choice or due to a 

lack of knowledge about their options. For example, the Home 

Affordable Refinancing Program (HARP) expanded access to 

refinancing options for homeowners who had remained current 

on their mortgage but had limited or negative equity. However, 

some homeowners may not have been aware of the HARP 

program while others likely had recent delinquencies or other 

credit characteristics that would have made them ineligible for 

HARP and other refinancing products. Lastly, the prevalence of 

risky refinancing activity during the foreclosure crisis may have 

made some homeowners reluctant to refinance and wary of the 

institutions marketing refinancing products.  
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Endnotes

1. 	�	 See Appendix Table A1.

2. 		 See Appendix Table A2.

3. 		 This is calculated as the difference between the total sum of all remaining monthly payments on a fully-amortizing 			 
		  FRM at the homeowner’s reported interest rate and the total sum of all remaining montly payments on a fully-				  
		  amortizing FRM with an interest rate of 4.57 percent. The remaining term on the refinanced loan is assumed to be the			 
		  same as the remaining term on the existing loan, and the initial loan amount is set to the homeowner’s reported 				 
		  remaining balance on their first mortgage.

4. 		 See Appendix Table A3 for estimates by loan type (FRM/ARM).

5. 	�	 See Appendix Table A4 for estimates of the number of households in each category.

6.  	 See Appendix Table A5 for estimates of the number of households in each category.
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Note: Estimates are representative of all homeowners whose primary residence is not a farm or a 
mobile home. 
Source: JCHS analysis of the Surveys of Consumer Finances 1995-2016

APPENDIX TABLE A1: 

Supplemental Tables

NUMBER AND SHARE OF HOMEOWNER HOUSEHOLDS BY MORTGAGE PRESENCE AND TYPE
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APPENDIX TABLE A2: 

NUMBER AND SHARE OF HOMEOWNERS IN 2016 BY TIMING OF MORTGAGE ORIENTATION
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Note: Balances in 2016 dollars. N=2,332 homeowners with a mortgage in 2016, excluding farms and 
mobile homes; N=491 homeowners with pre-2008 mortgages. 
Source: JCHS analysis of 2016 Survey of Consumer Finances data.

APPENDIX TABLE A3: 

CUMULATIVE NUMBER AND SHARE OF ALL HOMEOWNERS WITH INTEREST RATES AND LOAN BALANCES ABOVE 
VARIOUS THRESHOLDS
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Note: Home equity is defined as a percentage of home value. The front-end ratio is defined as the ratio of monthly mortgage payments to monthly income, and the back-end 
ratio is defined as the ratio of total monthly debt payments to monthly income, as defined in the SCF’s published variables. Debt-to-income ratio figures sum to more than 100 
percent because the front end and back end ratio measures are not mutually exclusive. Low rate is defined to include all homeowners with a mortgage interest rate below 5 
percent.  
Source: JCHS analysis of 2016 Survey of Consumer Finances data. 

APPENDIX TABLE A4: 

MORTGAGE CHARACTERISTICS FOR SELECTED GROUPS OF HOMEOWNERS
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Source: JCHS analysis of 2016 Survey of Consumer Finances data.

APPENDIX TABLE A5: 

DEMOGRAPHIC CHARACTERISTICS FOR SELECTED GROUPS OF HOMEOWNERS
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Source: JCHS analysis of 2016 Survey of Consumer Finances data.

APPENDIX TABLE A5: 

DEMOGRAPHIC CHARACTERISTICS FOR SELECTED GROUPS OF HOMEOWNERS (CONTINUED)

 15  |  JOINT CENTER FOR HOUSING STUDIES OF HARVARD UNIVERSITY



 

 

 

 

 
Source: JCHS analysis of 2016 Survey of Consumer Finances data.

APPENDIX TABLE A5: 

DEMOGRAPHIC CHARACTERISTICS FOR SELECTED GROUPS OF HOMEOWNERS (CONTINUED)
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