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We’re approximately one quarter of the 

way through 2025, and despite some 

slight rate volatility the year looks very 

much like last year for our industry, 

with one notable exception—home 

equity. Home equity appears to be 

doing even better than last year. That 

sentiment was the consensus of the 

attendees I spoke with at the recent 

SFVegas conference, and it’s what we’re 

seeing in our pipeline at Clayton. The 

question now is: how big of an increase 

will home equity see in 2025? Estimates 

range from 15% to 40%. (Full disclosure: 

I’m on record with an estimate of a 

35% increase over 2024 in an interview 

I did with Home Equity Lending News 

[HELN] at the MBA Annual conference.)

At the end of 2024, home equity 

originations were already ramping 

up. In Q3, for example, TransUnion 

reported that home equity volume 

had hit a two-year high for the quarter, 

with roughly 640,000 HELOCs and 

closed end seconds (CES). TransUnion 

expects 2024 unit and dollar volume 

will beat 2023’s record of 2.1 million 

units and $99 billion.

Interestingly, on a unit basis, CES 

volume outperformed HELOCs, 

accounting for a 51% share in Q3. The 

growth in CES is a sign that large IMBs 

continue to embrace this product. On 

a recent earnings call, Rocket said that 

it doubled its CES volume in 2024, 

making it the largest originator of CES.

As we’ve noted in past articles, CES 

lends itself to securitization, and 

the volume of new CES issuance—

up 350% YOY through 3Q—was the 

big story throughout 2024, and it’s 

continuing today.

Currently, home equity reviews 

are accounting for roughly 40% 

of diligence work at Clayton, with 

essentially prime jumbo and non-

QM making up the balance of 

securitization-oriented reviews. 

With first mortgage rates in the mid-to-

high 6’s and U.S. homeowners sitting 
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on $11 trillion in tappable equity, it’s not 

surprising that borrowers are turning 

to home equity products to pay for 

renovation projects, debt consolidation 

and major life events. What has been 

surprising is that so far, they have 

tapped so little equity, compared to 

past home appreciation cycles. At the 

end of 2024, we noted that home equity 

withdrawals had reached less than half 

of one percent of the total tappable 

equity available. 

HEI Under New Scrutiny

Despite some continued traction in 

both origination and securitization of 

home equity appreciation products, 

not all the news about home equity 

has been positive. In February, the 

attorney general of Massachusetts 

sued a home equity investment (HEI) 

company charging that it “pervasively 

and systematically violated the state’s 

consumer protection laws, including 

mortgage and foreclosure prevention 

laws, putting financially vulnerable 

homeowners at high risk of losing their 

homes.” The attorney general compared 

the HEI product to an illegal reverse 

mortgage. The Massachusetts suit 

was a topic of discussion at SFVegas, 

and some observers believe that it 

may have a chilling effect on what 

was a fast-growing market segment 

within the ABS space. In January, The 

Coalition of Home Equity Partnership 

launched. According to information in 

the January 2025 issue of HELN, the 

Manassas, Virginia-based organization 

says its mission is to promote best 

practices, advocate pro-consumer 

policies and protections and ensure 

a better understanding of shared-

equity products among homeowners, 

policymakers and the media. Perhaps 

this newly formed group can work to 

address some of the uncertainty around 

this product. 

Recent concerns about the economy, 

and particularly new forecasts of a 

possible recession, could obviously 

impact the home equity market. Some 

homeowners worried about their job 

security, may initiate HELOCs as a 

hedge against unemployment. Others 

might take the opposite approach and 

postpone large projects. If the economy 

begins to dramatically falter, the Federal 

Reserve could cut rates in response. 

Personally, I think we’re holding firm for 

the next three quarters. That said, any 

rate cut could re-ignite the refinance 

market, causing loan officers to pivot 

from home equity products, slowing 

or stalling that market. Evaluating 

those possibilities brings us back to the 

similarities to 2024…nothing in 2025 will 

be easy or straightforward. 


