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Mortgage Rates Miraculously Flat Despite National Average Mortgage Rates
Massively Lower Treasury Yields

Mortgage rates were unchanged to slightly higher today--a claim that utterly
boggles the mind of anyone who thought they understood the relationship
between bond markets and the mortgage world. ALMOST without fail, a big
drop in 10yr Treasury yields will coincide with lower mortgage rates. In fact,
many people believe (albeit incorrectly) that mortgage rates are based on the
10yr yield. But today, despite a substantial drop in Treasury yields, mortgage
rates are stuck in the mud.
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Since this could continue to be the case, I'm going to include the following

brief statement/reminder until the situation subsides: Rate  Change  Points

Mortgage News Daily

A note on mortgage rates not improving even when 10yr yields are 30 Yr. Fixed 7.25% -0.03 0.00
falling: 15 Yr. Fixed 6.68% 007 0.0
Mortgages and the bonds that underlie them (MBS) are subject to one 30 Yr. FHA 6.64% -0.06 0.00
major uncertainty that doesn't affect US Treasuries: the risk that a 30 Yr. Jumbo 7.45% -0.03 0.00
borrower will refinance. Investors pay extra money for mortgages 5/1 ARM 7.32% -0.03 0.00
upfront in exchange for interest over time. They have well-researched Freddie Mac
models that suggest average refinance risk. When rates fall more quickly
- N i
than expected, people refinance faster and investors lose out on the 30 Yr. Fixed 7.22% 0.22 0.00
returns they were counting on to break even. The result is that investors 15 Yr. Fixed 6.47% -0.29 0.00
pay much less for any given mortgage relative to what they would pay if Mortgage Bankers Assoc.
'tI)'reasury yields were?olding steady. When investm: pay less, » ; 30 Yr. Fixed 7.24% +0.11 0.66
orrowers pay more for any given interest rate, or they're sim orce

- pay Ve Y P 15 Yr. Fixed 675%  +011  0.64

to take a higher interest rate.
30 Yr. FHA 7.01% +0.11 0.94

There's one more layer of frustration that exists between mortgage 30 Yr. Jumbo 7.45% +0.05 0.56
lenders and the bond market. Simply put, when volatility is high, it costs 5/1 ARM 6.64% +0.12 0.87

lenders much more than normal to ensure the availability of locked
rates, not to mention the ability to remain profitable in the process. The

result is that lender pricing will appear very conservative compared to
times when MBS prices are holding in a more stable pattern. MBS and Treasury Market Data

Rates as of: 5/6

Price/Yield  Change

This double whammy for mortgage borrowers can keep rates flat or MBS UMBS 6.0 100.10 +0.01
even HIGHER on days where 10yr Treasury yields are MUCH lower. It MBS GNMA 6.0 101.04 +0.01
will only befixed by TIME. 10 YR Treasury 44986  -0.0152
If you're looking for the simplest possible analogy, here you go: 30 YR Treasury 4.6594 -0.0117
mortgage rates find drops in the 10yr yield to be intoxicating and Pricing as of: 5/6 12:30PM EST

pleasant. But this particular drop is tantamount to alcohol poisoning.
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Last thing they want right now is another drink.

Subscribe to my newsletter online at: http://housingnewsletters.com/richhomeloans
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