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Fed Rate Expectations Have Fully Erased National Average Mortgage Rates

The Tariff Impact (For Now) Nationsl Average 7350

The market is constantly making bets on where the Fed Funds Rate will end
up for any given moment many months into the future. As such, that rate
expectation is constantly changing. It will continue to change, and it will
change in different ways for different time frames.

For example the futures contracts that pertain to June's Fed meeting will
indicate a different rate than the contracts for the December meeting. In
other words, if traders think the Fed will end up cutting rates, it will be in
steps--not all at once.
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more so for those near term Fed meetings. Traders still foresaw lower rates 30YR Jumbo 7.60% 0.00 0.00
when they looked farther into the future. 7/6 SOFR 6.86% +0.01 0.00
. 30YRVA 7.00% +0.01 0.00
Expected Fed Funds Rate, by meeting month _.. June 4.95 Rates as of: 10/28
MBS and Treasury
Price /Yield Change
MBS UMBS 6.0 99.77 +0.18
0 10 YR Treasury 4.9627  -0.0538
30 YR Treasury 5.3039 -0.0414
Pricing as of: 10/29 9:52AM EST
3.75 Recent Housing Data
Value Change
Mortgage Apps Oct 14 188.6 -5.32%
Building Permits Sep 14M  +0.43%
3.3 Housing Starts Sep 1.22M  -4.24%
New Home Sales Aug 684K +12.69%
Pending Home Sales Aug 71.2 0%
3.25 Existing Home Sales Oct 3.99M +0.25%
Builder Confidence Oct 29  -9.38%
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While there was a Fed meeting this week, it had no impact on these expectations. The Fed was widely expected to say exactly
what it said. In a nutshell, evolving trade policies could end up being good or bad for the rate outlook. If there's lots of
inflation and economic growth, that would be bad for rates. If there's a lot of economic contraction and less inflation, that
would be good for rates. The reality ultimately depends on the details of trade deals and global financial market response.

While the Fed couldn't add much to the dialogue this week, end of year rate expectations did finally break above the pre-
tariff levels. Most of this move happened at the end of last week owing to stronger economic data. This week's contribution
came from the announcement of a US/UK trade deal. The timing is highlighted in the following chart, which singles out only
the December Fed Funds Rate expectations. The chart also reminds us that even though expectations moved up, the expected
rates are still far below current levels (indicating 2 to 3 cuts of 0.25%).
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As always, the Fed Funds Rate is merely on the same family tree as mortgage rates, but the two are quite different at times.
Whereas Fed rate expectations are definitely higher now compared to early April, mortgage rates remain a bit lower.
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The more one zooms out on a chart of rates, the more the past 2-3 years look like one big, flat waiting game.
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Even before tariff changes, we were in the same sideways spot, waiting for a meaningful departure from the uncertainty.
Resolution will come from the same places either way: rates will consider the economy, inflation, and the amount of money
the government needs to borrow. There are other minor considerations, but these are the big 3, and the finalization of trade
deals can have a direct impact on all of them.

The coming week brings the first official, big picture inflation reading for the month of April in the form of the Consumer
Price Index (CPI). Whileit's far too early to fully assess the tariff impact on measured inflation, it's not too early to see some
changes. As always, the more that inflation surprises to the upside, the higher the implication for rates, all else equal. The "no
surprise" reading for CPlwould be a shift from 0.1 to 0.3 in terms of month-over-month core inflation.

Apart from the economic data, there will certainly be updates to digest from the over-the-weekend trade negotiations
between the US and China. It's tremendously unlikely that these talks would conclude as quickly as those with the UK, but
still very likely that they produce some actionable headlines. In other words, this is another source of potential volatility in
rates in addition to economic data like CPI.

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

Recent Economic Data Event Importance:

Date Event Actual  Forecast  Prior No Stars = Insignificant

Monday, May 05 Low
Moderate
10:00AM Apr ISM N-Mfg PMI 51.6 50.6 50.8
Important

10:00AM Apr ISM Services Employment 49 46.2 Very Important
10:00AM Apr ISM Services Prices 65.1 60.9
Tuesday, May 06

8:30AM Mar Trade Gap (bl) $-140.5B $-137B $-122.7B
10:10AM May IBD economic optimism 47.9 50.2 49.1
Wednesday, May 07

7:00AM May/02 MBA Purchase Index 162.8 146.6

7:00AM May/02 MBA Refi Index 721 649.0

2:00PM Fed Interest Rate Decision 4.5% 4.5% 4.5%

2:30PM Fed Press Conference
Thursday, May 08

8:30AM May/03 Jobless Claims (k) 228K 230K 241K
Tuesday, May 13

8:30AM Apr m/m CORE CPI (%) 0.2% 0.3% 0.1%

8:30AM Apry/y CORE CPI (%) 2.8% 2.8% 2.8%
Thursday, May 15

8:30AM  Apr Core Producer Prices MM (%) -0.4% 0.3% -0.1%

8:30AM  Apr Core Producer Prices YY (%) 3.1% 3.1% 3.3%

8:30AM May NY Fed Manufacturing -9.20 -10 -8.10

8:30AM May/10 Jobless Claims (k) 229K 229K 228K

8:30AM Apr Retail Sales Control Group MoM -0.2% 0.3% 0.4%

8:40AM Fed Chair Powell Speech
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Date Event Actual  Forecast Prior

9:15AM | Apr Industrial Production (%) 0% 0.2% -0.3%
10:00AM May NAHB housing market indx 34 40 40
Friday, May 16

8:30AM  Apr Import prices mm (%) 0.1% -0.4% -0.1%

8:30AM  Apr Export prices mm (%) 0.1% -0.5% 0%

8:30AM  Apr Housing starts number mm (ml) 1.361M 1.37M 1.324M

8:30AM  Apr Building Permits (ml) 1.412M  1.450M 1.467M
10:00AM May Consumer Sentiment (ip) 50.8 53.4 52.2

White Glove Red Carpet Service

When you're working with meit's all about access and affordability. | have the most up to date products and access to the
best lenders. This is your journey, my team and | are here for you! This may be your first home, second / vacation home,
investment property. Or you may even be helping someone out :)

For business owners we have access to alternative qualification products that have different options such as bank
statements, profit and loss statements and sometimes other options. Tax returns are not needed for these particlar loans, so
if you are reinvesting in your business this is a great option!

Whether you are buying or refinancing it's best to contact me early in the process.

For first timers, it's truly important to get a picture of income, credit and debt. Let's work together to make your dreams a

reality!

Shane Braninburg h
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