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Why 4Q25 Offers Homebuyers a Wlndow of Opportunlty
Fed rate cuts, growing inventory, and softer prices may create a strategic advantage
for first-time buyers and investors

Now may be a favorable time for U.S. homebuyers.
Several market and policy shifts—recent Federal
Reserve rate cuts, easing home values, and
improved buyer leverage—are reshaping the
housing landscape in 2025. For buyers able to act,
these forces can translate into better selection and
stronger negotiating power.

Fed policy: a more accommodative backdrop
The Federal Reserve has begun easing, lowering the
federal funds rate by 25 basis points to a range of
4.00%-4.25%. Policymakers have signaled the
possibility of additional cuts into 2026, implying a
more supportive environment for both buyers and
builders as financing costs gradually decline.

Home prices: momentum cools

After more than a decade of steady gains, price
momentum is easing. Zillow’s Home Value Index
projects a modest 0.9% decline (Forecasts are
based on assumptions and are subject to change.
Actual outcomes may differ materially) in the typical
U.S. home’s value by year-end 2025, with only tepid
growth expected into 2026. Elevated mortgage rates
and broader economic uncertainty have muted
bidding wars, while higher inventory gives active
buyers more options and negotiating leverage.

Inventory and buyer leverage: more choice,
firmer footing

Inventory has expanded relative to the past few
years, offering buyers greater flexibility. In July 2025,
27% of listings included price reductions—the

highest share for any month since January 2018—
indicating that sellers are adjusting to cooler
demand. While the inventory surge appears to be
tapering, supply has, for now, outpaced demand in
many markets, improving buyers’ odds of securing
favorable terms.

Mortgage rates: edging lower, still elevated
historically

Mortgage rates have begun to ease alongside Fed
policy. The average 30-year fixed rate has moved
down to approximately 6.35%. Although rates remain
higher than pre-pandemic lows, the prospect of
further monetary easing could gradually improve
affordability for well-qualified borrowers.

Risks to watch: policy and the economy

The Fed’s “risk-management” approach reflects
persistent uncertainties—slower job growth, sticky
inflation, and tariff concerns—that could affect both
borrowing costs and housing demand. Future policy
moves will depend on inflation and labor-market
data. Buyers should remain flexible and build rate
and price scenarios into their planning.

Perspective for investors and first-time buyers
As Zillow senior economist Orphe Divounguy notes,
those positioned to buy should consider acting while
conditions remain supportive: softer prices, more
inventory, and the potential for incremental rate relief
can yield better terms. This window may narrow if
inventory contracts or if rate expectations shift, so
timely, well-researched decisions are essential.
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