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Housing Starting Strongin 2020

Things are looking up for the housing market at the start of the new year.
Granted, some of the following data pertains to the last few months of 2019,
but it nonetheless speaks to a friendly shift that is arguably already well
underway.

Fannie Mae's Home Purchase Sentiment Index offers a broad measure of
housing market strength, and it was updated for the month of December this
week to show an 8.2 percent improvement over December 2018.

There are several factors feeding into that number--all based on questions
Fannie is asking consumers each month. The biggest shift in this month's
survey was among those who expect home prices to rise over the next 12
months with the percentage moving up a whopping 6 points from 44 to 50.

Consumers aren't home price experts, of course, but a consumer who expects
prices toriseis logically more willing to pay higher prices. This is one reason
economists are always interested in consumer inflation expectations.

Other parts of the survey complement the conclusion about higher prices.
Job security is arguably an important precursor to making mortgage
payments and according to Fannie Mae, it improved by 2 percent.
Additionally, more than 25% of respondents continued to characterize their
income as "significantly higher" than it was a year ago.

And then there's mortgage rates! First thing's first: the average consumer is
significantly more pessimistic on rates than reality suggests they should be.
For instance, even as rates began to decline in 2019, more than 50% of
respondents expected rates to rise and less than 10% expected them to fall.
Fast forward to the present day and 2019 ended up being one of the best
years for mortgage rates we've ever seen.

All that to say that we're far more interested in how the existing percentages
change as opposed to their outright levels. With that in mind, consumers
have increasingly been expecting rates to rise again ever since the sharp surge
lower in August 2019.

That's actually a good thing for the housing market because the sentiment is
not filtering through to other metrics that would speak to a discouraged
homebuyer. Additionally, if rates manage to defy those expectations (again),
it should only reinforce the generally optimistic attitudes that are already in
place when it comes to home prices and buying/selling demand.
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National Average Mortgage Rates
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Rate Change Points
Mortgage News Daily
30 Yr. Fixed 7.10% +0.01 0.00
15 Yr. Fixed 6.57% +0.01 0.00
30 Yr. FHA 6.64% +0.02 0.00
30 Yr. Jumbo 7.35% 0.00 0.00
5/1 ARM 7.30% 0.00 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: 5/20
Market Data
Price / Yield Change
MBS UMBS 6.0 100.38 -0.02
MBS GNMA 6.0 100.76 -0.02
10 YR Treasury 44370 +0.0147
30 YR Treasury 45744 +0.0134
Pricing as of: 5/20 3:11PM 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%

The interest rates provided in this newsletter are national averages from independent data sources. Rate/APR terms may differ from those listed above based on the
creditworthiness of the borrower. All information provided "as is" for informational purposes only, not intended for trading purposes or financial advice.
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So what is going to happen with rates anyway?!

As always, financial markets have already accounted for the entirety of what can be known about the present and future
direction of rates. Any insight available for our discussion is also already available to fuel the trading strategies of the people
responsible for interest rate movement.

In other words, rates could go up, down or sideways! And the factors influencing those moves can change on a dime--a fact
that was firmly reinforced over the past two weeks of geopolitical tensions between the US and Iran.

Specifically, Tuesday night was intense. Bonds surged to the best levels (i.e. lowest rates) in more than a month, and were
close to the best levels in nearly 3 months after Iran attacked several air bases in Irag. According to Twitter and more than a
few news anchors "that meant war!" Had that sentiment been accurate, rates would have fallen precipitously.

Why is that?

Mortgage rates are tied to mortgage-backed-securities which are highly dependent on the movement of US Treasuries for
general directional cues. Treasuries are an exceptionally liquid and virtually risk-free place for investors to park money
during times of heightened uncertainty or economic pessimism. Geopolitical flare ups cause demand for Treasuries to spike,
sending prices higher and yields lower. It's that yield component of Treasuries that correlates with mortgage rates.

As it stands, there was no war, although Treasuries began to move in that direction before they had all the facts. As it became
more and more likely that war would be avoided, Treasury yields moved back up toward previous levels, ultimately starting
the day very close to where they left off on Tuesday afternoon.

But if rates fall in response to these sorts of risks, and if we came close to starting a war with Iran, how could that not be
worth at least some small shred of improvement?!

Valid question, but an easy answer: rates had actually already reacted to the US/Iran flare-up at the end of last week after a
US drone strike killed a top Iranian general. Markets had been waiting to see what the repercussion would be.

The Iranian attacks on Tuesday provided an answer. Yes, those attacks temporarily helped the bond market by increasing the
risk of war, but by the time it became clear war was off the table, rates didn't have any reason to be pricing-in the uncertainty
of the Iranian response any longer. The following chart shows this timeline, including the Trump speech that confirmed "no
war" on Wednesday morning.
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Zooming out from all the near-term volatility, we find that rates continue to operate in a narrower and narrower range. The
"consolidation pattern" seen in the next chart has been intact for months. When these sorts of patterns finally end, it's
common to see stronger momentum in one direction or the other.
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Recent Economic Data Event Importance:
Date Event Actual = Forecast  Prior No Stars = Insignificant
Tuesday, Jan 07 Low
Moderate
10:00AM Dec ISM N-Mfg PMI 55.0 54.5 53.9 Important
10:00AM Nov Factory orders mm (%) -0.7 -0.8 0.3 Very Important
1:00PM | 3-Yr Note Auction (bl) 38
Wednesday, Jan 08
7:01AM w/e Mortgage Refinance Index 1713.7 1375.0
8:15AM Dec ADP National Employment (k) 202 160 67
1:00PM | 10-yr Note Auction (bl) 24
Thursday, Jan 09
8:30AM w/e Jobless Claims (k) 214 220 222
1:00PM  30-Yr Bond Auction (bl) 16
Friday, Jan 10
8:30AM Dec Non-farm payrolls (k) 145 164 266
8:30AM Dec Unemployment rate mm (%) 3.5 3.5 3.5
10:00AM Nov Wholesale inventories mm (%) -0.1 0.1 0.0
Tuesday, Jan 14
8:30AM Dec Core CPI (Annual) (%) +2.3 2.3 2.3
Wednesday, Jan 15
7:00AM w/e Mortgage Refinance Index 24447 1713.7
7:00AM w/e MBA Purchase Index 303.9 263.2
8:30AM Dec Core Producer Prices YY (%) 1.1 1.3 1.3
8:30AM Jan NY Fed Manufacturing 4.80 3.55 3.50
Thursday, Jan 16
8:30AM Dec Retail Sales (%) +0.3 0.3 0.2
8:30AM Jan Philly Fed Business Index 17.0 3.8 0.3
8:30AM Dec Import prices mm (%) +0.3 0.3 0.2
8:30AM w/e Jobless Claims (k) 204 212 214
10:00AM Jan NAHB housing market indx 75 75 76
10:00AM Nov Business Inventories (%) -0.2 -0.1 0.2
Friday, Jan 17
8:30AM Dec Build permits: change mm (%) -3.9 0.9
8:30AM Dec Housing starts number mm (ml) 1.608 1.375 1.365
8:30AM Dec Building permits: number (ml) 1.416 1.468 1.474
8:30AM Dec House starts mm: change (%) 16.9 3.2
9:15AM | Dec Industrial Production (%) -0.3 -0.2 1.1
10:00AM Jan Consumer Sentiment 99.1 99.3 99.3
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All Your Mortgage Needs, Professionally Delivered with a Personal
Touch

Whether you're a first-time homebuyer hoping to navigate the process of buying a home so that it is a fun and anxiety-free
process or a homeowner looking for refinance options that deliver more freedom and flexibility, | can help you analyze your
current situation and find money saving options. With expertise in all areas of mortgage and financing, my hopeis that once
| become your mortgage partner, I'll stay your mortgage partner. With clients from A to Z, files never leave my hands or my
desk. From start to finish, every step of the way, my goal is to keep the lines of communication open, provide complete and
attentive service, and ensure the most seamless and satisfactory process possible.
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