
National Average Mortgage Rates

Rate Change Points

Mortgage News Daily

30 Yr. Fixed 7.09% +0.07 0.00

15 Yr. Fixed 6.56% +0.03 0.00

30 Yr. FHA 6.62% +0.07 0.00

30 Yr. Jumbo 7.35% +0.04 0.00

5/1 ARM 7.30% +0.06 0.00

Freddie Mac

30 Yr. Fixed 7.02% -0.42 0.00

15 Yr. Fixed 6.28% -0.48 0.00
Rates as of: 5/17

Market Data
Price / Yield Change

MBS UMBS 6.0 100.40 -0.15

MBS GNMA 6.0 100.78 +0.04

10 YR Treasury 4.4110 -0.0113

30 YR Treasury 4.5510 -0.0100
Pricing as of: 5/19 10:54PM EST

Recent Housing Data
Value Change

Mortgage Apps May 15 198.1 +0.51%

Building Permits Mar 1.46M -3.95%

Housing Starts Mar 1.32M -13.15%

New Home Sales Mar 693K +4.68%

Pending Home Sales Feb 75.6 +1.75%

Existing Home Sales Feb 3.97M -0.75%

Builder Confidence Mar 51 +6.25%

No Reprieve For Mortgage Rates as Fed
Doubles Down
Last week’s newsletter focused on the discrepancies between the mainstream
mortgage rate news and the real day to day changes that it fails to capture. 
Specifically, by the end of last week, rates moved quite a bit higher than the
mainstream reports were able to convey.  It wasn’t that the reports were
wrong—simply that they were based on the Freddie Mac survey that only
captures rate quotes from early in any given week.

Unsurprisingly, this week’s rate survey conveys the reality I brought to your
attention last week—namely, that rates had risen to the highest levels in more
than a month.  Unfortunately, that trend has continued almost every day this
week, with the average 30yr fixed rate now closer to 4% as opposed to the
3.87% seen in Freddie’s survey.

Why are we seeing such an abrupt move higher?  In a word: The Fed.  This
goes back to the Fed’s September Announcement.  There was a fairly broad
consensus that the Fed would hike rates at that meeting.  Not only did they
hold off, but they also said that global economic and financial developments
could restrain economic activity and push inflation lower. 

In other words, the Fed was spooked by the market flare-up at the end of
August and they decided not to hike, just in case the market gyrations were
the start of bigger problems.  No one had any great way to know how their
assessment evolved until last week’s announcement. 

As it turns out, the Fed was much less concerned with the risks mentioned in
the previous announcement.  They were much closer to hiking rates than
market realized and so they used this most recent announcement to alert
financial markets to that fact.  This was accomplished by language that
specifically mentioned a potential rate hike at the December Fed meeting.  It
was the first time the Fed had used such language in more than 16 years, and
markets definitely got the message. 

Rates have been moving higher ever since.  The weakness was reinforced this
week when Yellen confirmed the potential for a December rate hike.  Friday’s
big jobs report threatens to take that confirmation to the next level.  Most
market participants agree that it would only take an “OK” report to keep the
Fed on track for a December hike.
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While the Fed Funds Rate does not directly dictate longer term rates like most mortgages, it's common to see the entire
spectrum of rates move higher in anticipation of a hike.  In other words, if the jobs data isn’t awful, expect more pressure on
mortgage rates going forward.

This comes at a somewhat inopportune time for Housing and Mortgage markets as several of this week’s reports note a
slowdown in various housing metrics.  Corelogic’s September Home Price Index showed a substantial deceleration in
monthly price appreciation with forecasts calling for a further slowdown in the coming year.  RealtyTrac takes this notion a
step further, suggesting that the housing market may be plateauing.

Away from those more gloomy assessments, context is important.  First of all, the home price deceleration is just that.  Prices
are rising—just not as fast as they had been rising.  This is actually a good thing as it will help affordability stay stable if rates
continue to rise.  Also helpful is the steady stream of guideline updates that expand the credit box.  To that end, Fannie
announced several updates this week and the Mortgage Bankers Association noted an improvement in their Credit
Availability Index.

Subscribe to my newsletter online at: http://mortgageratesupdate.com/ericgousios

Recent Economic Data
Date Event Actual Forecast Prior

Monday, Nov 02

10:00AM Sep Construction spending (%) +0.6 0.5 0.7

10:00AM Oct ISM Manufacturing PMI 50.1 50.0 50.2

Tuesday, Nov 03

9:45AM Oct ISM-New York index 705.3 697.4

Wednesday, Nov 04

7:00AM w/e Mortgage Refinance Index 1692.9 1707.9

7:00AM w/e MBA Purchase Index 190.0 191.2

8:15AM Oct ADP National Employment (k) 182.0 180 200

8:30AM Sep International trade mm $ (bl) -40.81 -41.1 -48.3

10:00AM Oct ISM N-Mfg PMI 59.1 56.5 56.9

Thursday, Nov 05

8:30AM w/e Continued jobless claims (ml) 2.163 2.155 2.144

8:30AM w/e Initial Jobless Claims (k) 276 270 260

Friday, Nov 06

8:30AM Oct Manufacturing payrolls (k) 0 -5 -9

8:30AM Oct Average workweek hrs (hr) 34.5 34.5 34.5

8:30AM Oct Average earnings mm (%) +0.4 0.2 0.0

8:30AM Oct Unemployment rate mm (%) 5.0 5.1 5.1

8:30AM Oct Private Payrolls (k) +268 165 118

8:30AM Oct Non-farm payrolls (k) +271 180 142

Tuesday, Nov 10

8:30AM Oct Import prices mm (%) -0.5 -0.1 -0.1

Event Importance:
No Stars = Insignificant

  Low

  Moderate

  Important

  Very Important
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8:30AM Oct Export prices mm (%) -0.2 -0.2 -0.7

Wednesday, Nov 11

12:00AM Veterans Day

Friday, Nov 13

8:30AM Oct Retail sales mm (%) +0.1 0.3 0.1

Wednesday, Jan 13

1:00PM 10-yr Note Auction (bl) 21

Thursday, Jan 14

1:00PM 30-Yr Bond Auction (bl) 13

Date Event Actual Forecast Prior
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