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Scroll down far enough on the list of Webster's definitions of the word
"consolidate," and you'll find "to form together into a compact mass."
Financial markets appropriated that definition long ago and have been using
it to refer to the condensed mass of prices, yields, or whatever else is being
measured on a chart.
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Speaking of charts, consolidation has a tell-tale pattern of lower highs and
higher lows that form a sort of triangle or pennant (incidentally, market
participants also use those terms more or less interchangeably).

Rate Change Points
Mortgage News Daily

30 Yr. Fixed 7.09% +0.07 0.00
Regardless of the label, the underlying phenomenon is one of indecision or 15 Yr. Fixed 6.56% +0.03 0.00
anticipation of a big move that has a chance to be higher or lower.
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
IVIY Na[ne IS Market Data

Price / Yield Change

MBS UMBS 6.0 100.40 -0.15
\ MBS GNMA 6.0 10078  +0.04
10 YR Treasury 44223 +0.0454
30 YR Treasury 45610 +0.0549
- O Pricing as of: 5/17 5:59PM EST

Con SO atlonl 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%
I'm a series of higher lows and lower highs, New Home Sales Mar 693K +4.68%
signifying indecision or anticipation of volatility Pending Home Sales Feb 75.6 +1.75%
that could cause a big move higher or lower. Existing Home Sales Feb 3.97M  -0.75%
Builder Confidence Mar 51 +6.25%
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Consolidation is everywhere in the market these days. If we zoom way out and simply consider the general flow of events,
this makes good sense. As inflation surged at the fastest pace in decades, the Fed tightened monetary policy at a similarly fast
pace. Inflation can also act as a natural brake on economic activity as consumer buying power declines.

At some point, the inflationary surge levels off and we wait for price growth to moderate back toward more sustainable
levels. The presence of consolidation makes sense because we're smack dab in the middle of finding out whether inflation
has leveled off as a sign that it's about to go lower, or simply to take a breath before remaining stubbornly high.
Consolidation patterns are equally likely to be seen for both reasons.

This week's focal point for economic data and the broader consolidation theme was Wednesday's release of April's
Consumer Price Index (CPI). More than any other inflation report, CPIl has had the power to push rates rapidly higher or
lower.

CPlwas right in line with expectations this time around, which doesn't really help clear up much indecision. The monthly
change of 0.4% at the core level (the one that gets the most attention from the Fed and financial markets) is right in the
middle of consolidation pattern. And the annual number remains fairly flat after coming off the higher levels seen at the end
of 2022.
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There were some subtleties underneath the headlines that were helpful for rates. Specifically, there was a nice little drop in
core services inflation excluding housing. This is a hot button for the Fed, as it captures a vast majority of the inflation that
has been the most problematic. Removing housing from the equation allows the market to see a shift earlier than it
otherwise might (because the housing components don't move as much or as quickly).

All that to say: interest rates moved lower on Wednesday despite CPI coming in flat. The following day, Jobless Claims and
the Producer Price Index (PPI) helped the move continue, although bank sector drama was also driving investors into US
Treasuries. Yields bounced on Friday after the Consumer Sentiment survey showed 5-year inflation expectations at their
highest level since 2011.
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The chart of 10yr Treasury yields above is a good proxy for interest rate momentum throughout the week. It may not look
like a good example of consolidation on such a short time scale, but if we zoom out, things change.
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And what would a good proxy for rate momentum be if its sideways vibes didn't translate to the mortgage market?
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In fact, as of Friday, mortgage rates clocked their flattest calendar month since May 9th through June 9th, 2022.
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The point of all this consolidation observation is simply to convey that the market is at a crossroads--albeit with a very long
stop light--that will inform the next big move for rates and the housing market.

If inflation moves lower out of its consolidation pattern, rates would almost certainly do the same, thus allowing
homeowners some breathing room to shop for new homes without worrying about sacrificing their ultra low existing rate.

In the week ahead, we'll get to see how that process is going via the Existing Home Sales data on Thursday. Two days prior,
the Retail Sales report will provide an update on consumer spending. In general, lower sales suggest downward pressure on
inflation, but economists expect a +0.7% increase this time around compared to a 0.6% decrease in the last report.

U.S. Retail Sales
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Recent Economic Data Event Importance:
Date Event Actual Forecast  Prior No Stars = Insignificant
Monday, May 08 Low
Moderate
10:00AM Mar Wholesale inventories mm (%) 0.0 0.1 0.1
Important
Tuesday, May 09 Very Important
1:00PM | 3-Yr Note Auction (bl) 40
Wednesday, May 10
7:00AM w/e MBA Refi Index 507.1 461.2
7:00AM w/e MBA Purchase Index 173.7 165.8
8:30AM Apry/y CORE CPI (%) 5.5 5.5 5.6
8:30AM  Apr m/m CORE CPI (%) 0.4 0.4 0.4
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Date Event Actual = Forecast = Prior
Thursday, May 11
8:30AM  Apr Core Producer Prices MM (%) 0.2 0.2 -0.1
8:30AM  Apr Core Producer Prices YY (%) 3.2 3.3 3.4
8:30AM w/e Jobless Claims (k) 264 245 242
Friday, May 12
8:30AM  Apr Import prices mm (%) 0.4 0.3 -0.6
8:30AM  Apr Export prices mm (%) 0.2 0.2 -0.3
10:00AM May Consumer Sentiment 57.7 63.0 63.5
10:00AM May 5yr Inflation Outlook (%) 3.2 3.0
10:00AM May 1yr Inflation Outlook (%) 4.5 4.6
Monday, May 15
8:30AM May NY Fed Manufacturing -31.8 -18.00 10.80
Tuesday, May 16
8:30AM  Apr Retail Sales (%) 0.4 0.7 -0.6
9:15AM | Apr Industrial Production (%) 0.5 0.0 0.4
10:00AM Mar Business Inventories (%) -0.1 0.1 0.2
10:00AM May NAHB housing market indx 50 44 45
Wednesday, May 17
8:30AM  Apr Housing starts number mm (ml) 1.401 1.405 1.420
8:30AM Apr House starts mm: change (%) 2.2 -0.8
8:30AM  Apr Build permits: change mm (%) -1.5 -7.7
8:30AM  Apr Building permits: number (ml) 1.416 1.432 1.430
Thursday, May 18
8:30AM May Philly Fed Business Index -104 -200 -31.3
10:00AM  Apr Existing home sales (ml) 4.28 4.35 4.44
10:00AM Apr Exist. home sales % chg (%) -3.4 -2.4
10:00AM  Apr Leading index chg mm (%) -0.6 -0.7 -1.2
Wednesday, Jul 12
1:00PM | 10-yr Note Auction (bl) 32
Thursday, Jul 13
1:00PM  30-Yr Bond Auction (bl) 18
Wednesday, Jul 19
1:00PM  20-Yr Bond Auction (bl) 12
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A Touch Above the Rest

"Over 100 years combined experience delivering expertise through the process while exceeding client expectations one
family at a time!"

Brad Roche &
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