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I
s now a good time to buy a luxury home? A recent run-up in luxury home values, coupled with
higher mortgage rates, has some wondering if they should stay on the sidelines, at least for a
while.

Our view: Don’t be excessively cautious. We see good value across the U.S. market, in part because
the dynamics of the luxury housing market have changed in ways that are not always well
understood.

The state of the luxury market, defined as the top 10% of home values, is not impacted by changing
mortgage rates like the overall housing market is. Instead, changes in wealth—increases in total net
worth—are the key drivers. A post-pandemic surge in the total wealth of the top income
households, along with greater use of private aviation and the rise of remote work, has spurred
dramatic gains in luxury housing prices.

Non-luxury home prices have risen too, but at a slower pace. From Q4 2019 to Q4 2023, luxury
home prices increased 65% versus a 40% gain for the non-luxury market. Not surprisingly, we note
considerable geographic variation. These reflect a variety of factors, including differences in tax
rates and regulations, as well as trends in domestic migration. For example, median prices jumped
56% in Miami, Florida, while New York City prices gained 28%.1
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Since 2019, luxury home price gains have outpaced the
overall market
% increase in median sales price from Q4 2019 to Q4 2023

Sources: Miller Samuel, National Association of Realtors, Haver Analytics. Data as of December 31, 2023. *Note:

luxury data and non-luxury data are calculated using the average of 4 metros (Manhattan, Miami Beach, St.

Petersburg FL, Long Island NY). Luxury refers to the top 10% of homes by sales price whereas non-luxury refers to

the bottom 90% of homes by sales price.
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As we discussed in an earlier article, higher prices have exacerbated the housing affordability crisis
in some key U.S. housing markets.

Changes in wealth versus changesChanges in wealth versus changesChanges in wealth versus changesChanges in wealth versus changes
in ratesin ratesin ratesin rates
Our analysis sheds some light on market trends. An analysis we performed finds no statistically
significant relationship between mortgage rates and luxury home prices (we used data from real
estate firm Miller Samuel). On the other hand, we do find a relationship between mortgage rates
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U.S. wealth has risen significantly over the past decade
Total U.S. household wealth, as % of disposable income

and non-luxury house prices, as higher rates put downward pressure on home prices, and lower
rates push prices higher.

Our analysis concludes that the move in mortgage rates in recent years—from just under 3% to just
over 7%—would cause an 8.2% drop in overall home values, all else equal (see Appendix, Exhibit 1).
But for the luxury market, such a rise in mortgage rates would not materially impact home prices.

Changes in wealth—shifts in net worth—are a different story. As shown in Appendix, Exhibit 2, our
analysis determines that changes in wealth have twice the impact on luxury versus non-luxury
home values.  And by any measure, U.S. wealth has increased dramatically over the past decade.2

Source: Federal Reserve Board, Haver Analytics; data as of December 31, 2023.
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Private jets, remote work—andPrivate jets, remote work—andPrivate jets, remote work—andPrivate jets, remote work—and
multiple homesmultiple homesmultiple homesmultiple homes
Two interconnected post-COVID trends—the rise of remote work and a surge in private aviation—
have fueled much of the gains in luxury home prices. Although work from home is less prevalent



Private aviation and remote work make it easier to own
multiple homes
Total U.S. private jet flight hours (millions of hours)

than it was at its pandemic peak, it still accounts for 28% of full paid days versus 7% pre-
pandemic.  At the same time, the use of private aviation jumped dramatically. In 2022, total U.S.
private jet flight hours were already 22% higher than pre-pandemic levels.

The rise of remote work and increased private aviation have shifted the mental calculus for many
potential luxury homebuyers. You may be one of them. Pre-pandemic, you might have thought
about buying a ski house, say, but rejected the idea because you thought you wouldn’t use it
enough. But if a private jet can take you to the slopes in just a few hours, and you can work there as
needed—why not? Increasingly, buyers are feeling much more comfortable owning multiple homes.
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Source: Argus TraqPak. Data as of December 31, 2022. *Note: 2023 data was estimated using Argus TraqPak's

forecast.
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Another trend is less quantifiable but seems clearly to be pushing prices higher: new amenities and
still-greater quality in top-of-the-line properties. Luxury Manhattan condos now feature Michelin-
starred restaurants, for example. An upcoming luxury residence in Miami will include private
elevators for a resident’s multiple cars.



Cra!ing a strategic plan,Cra!ing a strategic plan,Cra!ing a strategic plan,Cra!ing a strategic plan,
maximizing tax e"ciencymaximizing tax e"ciencymaximizing tax e"ciencymaximizing tax e"ciency
As luxury home prices continue to rise, it’s especially important to ensure that you have the optimal
strategy in place for all facets of a home purchase. Among the questions to consider:

So yes, now is a good time to buy a luxury home. Prices have outpaced the overall market—but for
very good reasons that show no signs of abating. Much as we do not see a bubble in U.S. stocks, we
see no bubble building in the luxury housing market. Talk to your J.P. Morgan team about mapping
out the best possible strategy for your upcoming home purchase.

Have you taken the most tax-e!cient approach to your real estateHave you taken the most tax-e!cient approach to your real estateHave you taken the most tax-e!cient approach to your real estateHave you taken the most tax-e!cient approach to your real estate
purchase?purchase?purchase?purchase? There are strategies that may help you significantly increase
the deductibility of your mortgage and lower the e"ective interest rate.
This approach can materially shi# the calculus of borrowing and the
positive impact on your balance sheet.
Have you planned for the likelihood that rates will fall in theHave you planned for the likelihood that rates will fall in theHave you planned for the likelihood that rates will fall in theHave you planned for the likelihood that rates will fall in the
foreseeable future? foreseeable future? foreseeable future? foreseeable future? Given the expectation that rates will decrease in the
foreseeable future, it is prudent to consider the probability that you’ll have
a near-term opportunity to refinance into a lower rate. This provides great
optionality, and also may help inform the type of mortgage product you
select—Adjustable Rate Mortgages have become very prevalent in this
environment.
Do you have the optimal structure for your property ownershipDo you have the optimal structure for your property ownershipDo you have the optimal structure for your property ownershipDo you have the optimal structure for your property ownership
and borrowing?and borrowing?and borrowing?and borrowing? There are a number of key considerations related to how
you hold title to your home and how you borrow. These can materially
impact privacy, liability and estate planning—and we can work with you
to identify the most advantageous strategy to meet your goals.
Is the property appropriately included in your estate plan? Is the property appropriately included in your estate plan? Is the property appropriately included in your estate plan? Is the property appropriately included in your estate plan? In
buying any asset, especially a luxury home, you’ll want to consider how
you would like it disposed of one day. Some relevant questions: How will
owning the home impact your estate tax liability and the ability of your
heirs to raise the cash to pay those taxes? Should the property stay in the
family or instead be sold? Where will the cash come from to pay ongoing
expenses?
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Luxury housing market is much less sensitive to
changes in mortgage rates than the overall housing
market
Regression coefficient for median sales price and mortgage rate

Changes in wealth & increases in total net worth are
key drivers of the luxury housing market
Regression coefficient for median sales price and wealth

Appendix

Sources: Miller Samuel, FHLMC, NAR, Haver. Data as of September 30, 2023. *Note: luxury refers to the top 10% of

homes by sales price whereas non-luxury refers to the bottom 90% of homes by sales price. For luxury homes,

regression is run using median sales price of Manhattan homes and the 30-year fixed rate mortgage with the p-

value of 0.1835 (i.e., not statistically significant and has the wrong sign). For non-luxury homes, regression is run

using median sales price of total existing homes and 30-year fixed rate mortage with the p-value of 0.0242. For

both regressions, one period % changes are utilized, and both regressions control for changes in wealth and

lagged changes in home prices.
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Sources: Miller Samuel, FRB, NAR, Haver. Data as of September 30, 2023. *Note: luxury refers to the top 10% of

homes by sales price whereas non-luxury refers to the bottom 90% of homes by sales price. For luxury homes,

regression is run using median sales price of Manhattan homes and total net worth of top 1% household by wealth

with the p-value of 0.0047. For non-luxury homes, regression is run using median sales price of total existing

homes and total net worth of households between 50th to 90th percentiles by wealth with the p-value of 0.0000.

For both regressions, one period % changes are utilized, and both regressions control for changes in mortgage

rates and lagged changes in home prices. 
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Sources: Miller Samuel, National Association of Realtors, Haver Analytics. Data as of December 31, 2023.

In statistical terms, the coefficient on changes in wealth is more than twice as great for luxury home prices as it is for non-luxury

prices. Regression results for mortgage rate and wealth coefficients are shown in the appendix. 

WFH Research. Data as of February 1, 2024.

Argus TraqPak. Data as of December 31, 2022.
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Important Information

Key Risks

This material is for informational purposes only, and may inform you of certain products and services offered by private banking businesses,

part of JPMorgan Chase & Co. (“JPM”). Products and services described, as well as associated fees, charges and interest rates, are subject to

change in accordance with the applicable account agreements and may differ among geographic locations. Not all products and services are

offered at all locations. If you are a person with a disability and need additional support accessing this material, please contact your J.P. Morgan

team or email us at accessibility.support@jpmorgan.com for assistance. Please read all Important Information.

General Risks & Considerations

Any views, strategies or products discussed in this material may not be appropriate for all individuals and are subject to risks. Investors may get
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back less than they invested, and past performance is not a reliable indicator of future results. Asset allocation/diversification does not

guarantee a profit or protect against loss. Nothing in this material should be relied upon in isolation for the purpose of making an investment

decision. You are urged to consider carefully whether the services, products, asset classes (e.g., equities, fixed income, alternative investments,

commodities, etc.) or strategies discussed are suitable to your needs. You must also consider the objectives, risks, charges, and expenses

associated with an investment service, product or strategy prior to making an investment decision. For this and more complete information,

including discussion of your goals/situation, contact your J.P. Morgan team.

Non-Reliance

Certain information contained in this material is believed to be reliable; however, JPM does not represent or warrant its accuracy, reliability or

completeness, or accept any liability for any loss or damage (whether direct or indirect) arising out of the use of all or any part of this material.

No representation or warranty should be made with regard to any computations, graphs, tables, diagrams or commentary in this material, which

are provided for illustration/ reference purposes only. The views, opinions, estimates and strategies expressed in this material constitute our

judgment based on current market conditions and are subject to change without notice. JPM assumes no duty to update any information in this

material in the event that such information changes. Views, opinions, estimates and strategies expressed herein may differ from those

expressed by other areas of JPM, views expressed for other purposes or in other contexts, and this material should not be regarded as a

research report. Any projected results and risks are based solely on hypothetical examples cited, and actual results and risks will vary depending

on specific circumstances. Forward-looking statements should not be considered as guarantees or predictions of future events.

Nothing in this document shall be construed as giving rise to any duty of care owed to, or advisory relationship with, you or any third party.

Nothing in this document shall be regarded as an offer, solicitation, recommendation or advice (whether financial, accounting, legal, tax or

other) given by J.P. Morgan and/or its officers or employees, irrespective of whether or not such communication was given at your request. J.P.

Morgan and its affiliates and employees do not provide tax, legal or accounting advice. You should consult your own tax, legal and accounting

advisors before engaging in any financial transactions.

IMPORTANT INFORMATION ABOUT YOUR INVESTMENTS AND POTENTIAL CONFLICTS OF INTEREST

Conflicts of interest will arise whenever JPMorgan Chase Bank, N.A. or any of its affiliates (together, “J.P. Morgan”) have an actual or perceived

economic or other incentive in its management of our clients’ portfolios to act in a way that benefits J.P. Morgan. Conflicts will result, for

example (to the extent the following activities are permitted in your account): (1) when J.P. Morgan invests in an investment product, such as a

mutual fund, structured product, separately managed account or hedge fund issued or managed by JPMorgan Chase Bank, N.A. or an affiliate,

such as J.P. Morgan Investment Management Inc.; (2) when a J.P. Morgan entity obtains services, including trade execution and trade clearing,

from an affiliate; (3) when J.P. Morgan receives payment as a result of purchasing an investment product for a client’s account; or (4) when J.P.

Morgan receives payment for providing services (including shareholder servicing, recordkeeping or custody) with respect to investment products

purchased for a client’s portfolio. Other conflicts will result because of relationships that J.P. Morgan has with other clients or when J.P. Morgan

acts for its own account.

Investment strategies are selected from both J.P. Morgan and third-party asset managers and are subject to a review process by our manager

research teams. From this pool of strategies, our portfolio construction teams select those strategies we believe fit our asset allocation goals

and forward-looking views in order to meet the portfolio’s investment objective.

As a general matter, we prefer J.P. Morgan managed strategies. We expect the proportion of J.P. Morgan managed strategies will be high (in fact,

up to 100 percent) in strategies such as, for example, cash and high-quality fixed income, subject to applicable law and any account-specific

considerations.

While our internally managed strategies generally align well with our forward-looking views, and we are familiar with the investment processes

as well as the risk and compliance philosophy of the firm, it is important to note that J.P. Morgan receives more overall fees when internally

managed strategies are included. We offer the option of choosing to exclude J.P. Morgan managed strategies (other than cash and liquidity

products) in certain portfolios.



products) in certain portfolios.

The Six Circles Funds are U.S.-registered mutual funds managed by J.P. Morgan and sub-advised by third parties. Although considered internally

managed strategies, JPMC does not retain a fee for fund management or other fund services.

Legal Entity, Brand & Regulatory Information

In the United States, bank deposit accounts and related services, such as checking, savings and bank lending, are offered by JPMorgan Chase

Bank, N.A. Member FDIC.

JPMorgan Chase Bank, N.A. and its affiliates (collectively “JPMCB”) offer investment products, which may include bank-managed investment

accounts and custody, as part of its trust and fiduciary services. Other investment products and services, such as brokerage and advisory

accounts, are offered through J.P. Morgan Securities LLC (“JPMS”), a member of FINRA and SIPC. Insurance products are made available through

Chase Insurance Agency, Inc. (CIA), a licensed insurance agency, doing business as Chase Insurance Agency Services, Inc. in Florida. JPMCB, JPMS

and CIA are affiliated companies under the common control of JPM. Products not available in all states.

In Germany, this material is issued by J.P. Morgan SE, with its registered office at Taunustor 1 (TaunusTurm), 60310 Frankfurt am Main, Germany,

authorized by the Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin) and jointly supervised by the BaFin, the German Central Bank

(Deutsche Bundesbank) and the European Central Bank (ECB). In Luxembourg, this material is issued by J.P. Morgan SE—Luxembourg Branch,

with registered office at European Bank and Business Centre, 6 route de Treves, L-2633, Senningerberg, Luxembourg, authorized by the

Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin) and jointly supervised by the BaFin, the German Central Bank (Deutsche Bundesbank)

and the European Central Bank (ECB); J.P. Morgan SE—Luxembourg Branch is also supervised by the Commission de Surveillance du Secteur

Financier (CSSF); registered under R.C.S Luxembourg B255938. In the United Kingdom, this material is issued by J.P. Morgan SE—London Branch,

registered office at 25 Bank Street, Canary Wharf, London E14 5JP, authorized by the Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin) and

jointly supervised by the BaFin, the German Central Bank (Deutsche Bundesbank) and the European Central Bank (ECB); J.P. Morgan SE—London

Branch is also supervised by the Financial Conduct Authority and Prudential Regulation Authority. In Spain, this material is distributed by J.P.

Morgan SE, Sucursal en España, with registered office at Paseo de la Castellana, 31, 28046 Madrid, Spain, authorized by the Bundesanstalt für

Finanzdienstleistungsaufsicht (BaFin) and jointly supervised by the BaFin, the German Central Bank (Deutsche Bundesbank) and the European

Central Bank (ECB); J.P. Morgan SE, Sucursal en España is also supervised by the Spanish Securities Market Commission (CNMV); registered with

Bank of Spain as a branch of J.P. Morgan SE under code 1567. In Italy, this material is distributed by J.P. Morgan SE—Milan Branch, with its

registered office at Via Cordusio, n.3, Milan 20123, Italy, authorized by the Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin) and jointly

supervised by the BaFin, the German Central Bank (Deutsche Bundesbank) and the European Central Bank (ECB); J.P. Morgan SE—Milan Branch is
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is also supervised by the National Bank of Belgium (NBB) and the Financial Services and Markets Authority (FSMA) in Belgium; registered with
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