
National Average Mortgage Rates

Rate Change Points

Mortgage News Daily

30 Yr. Fixed 7.07% +0.02 0.00

15 Yr. Fixed 6.45% 0.00 0.00

30 Yr. FHA 6.51% +0.02 0.00

30 Yr. Jumbo 7.26% 0.00 0.00

5/1 ARM 7.02% -0.01 0.00

Freddie Mac

30 Yr. Fixed 6.86% -0.01 0.00

15 Yr. Fixed 6.16% +0.03 0.00
Rates as of: 6/28

Market Data
Price / Yield Change

MBS UMBS 5.5 98.49 -0.45

MBS GNMA 5.5 99.10 -0.44

10 YR Treasury 4.4079 +0.0099

30 YR Treasury 4.5750 +0.0110
Pricing as of: 6/30 8:44PM EST

Recent Housing Data
Value Change

Mortgage Apps Jun 12 208.5 +15.58%

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%

Volatility Has Been High, But Next Week
Could Be Worse
Financial market volatility increased noticeably after the emergence of the
omicron variant. Last week, that proved to be good for rates and bad for
stocks. This week was a different story.

While the collective view of omicron remains cautious, several high profile
comments pushed back against the defensive reaction seen in the previous
week.  Stocks eagerly bounced back toward pre-omicron levels and bonds
reluctantly followed.

If anything, the half-hearted move in the bond market is encouraging for
rates.  It speaks to a certain level of demand in the marketplace in light of
other headwinds.  

Several of those headwinds have already been resolved this week.  They
included things like the scheduled Treasury auction cycle, elevated corporate
bond issuance, and the release of the CPI (consumer price index) inflation
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data for November.  

While CPI rose to the highest levels in more than 30 years, the number was right in line with economists' forecasts.  Traders
were prepared for it to be a bit higher than expected based on the bond market rally that followed. Bonds don't like inflation,
so if yields are falling after an inflation report, bond traders were prepared for the news to be worse.
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If traders are nervous, it has a lot to do with next week's scheduled policy announcement from the Federal Reserve.  Fed
speakers have been vocal about the likelihood that tapering needs to accelerate.

"Tapering" refers to the gradual decrease in the amount of bonds the Fed buys each month.  That bond buying is thought to
be an important ingredient in the low interest rate equation.  In the past, rates moved quickly higher when tapering was
announced.  

This time around, we already knew about tapering.  In fact, the process has already begun.  But the Fed is increasingly
concerned about inflation--concerned enough to taper at a faster pace in order to remove accommodation from the
economy.  The Fed has also generally conveyed that it would like to finish tapering before hiking the Fed Funds Rate--a policy
change meant to fight inflationary pressures. 

By coming in "as-expected," this week's inflation data only adds to next week's potential volatility.  Had inflation been much
higher than expected, we would have seen rates move up on Friday in order to prepare for the likelihood of tougher talk from
the Fed.  

Had inflation been lower than expected, we would have seen the opposite move.  

As it stands, the market is fairly split as to what the Fed will say.  They have several options ranging from "doing nothing" all
the way to doubling the current pace of tapering.  If they choose either of those extremes, the ensuing volatility would also be
extreme--at least in the context of recent trading ranges.  

In addition to the Fed's decision on tapering, this will also be one of the 4 meetings per year that includes updated economic
projections.  The most important part of those projections is the forecast for future rate hikes, affectionately known as "the
dots" due to its presentation in dot plot format. 

A lot has happened between now and the previous release of the dots back in September.  That means the market consensus
could be farther away from the Fed consensus than normal.  The bigger that gap, the greater the potential volatility.  The Fed
announcement and dot plot will be released on Wednesday afternoon at 2pm ET.

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

Recent Economic Data
Date Event Actual Forecast Prior

Tuesday, Dec 07

8:30AM Q3 Labor Costs Revised (%) 9.6 8.3 8.3

1:00PM 3-Yr Note Auction (bl) 54

Wednesday, Dec 08

7:00AM w/e MBA Purchase Index 295.2 310.7

7:00AM w/e MBA Refi Index 2511.5 2304.5

Thursday, Dec 09

8:30AM w/e Jobless Claims (k) 184 215 222

10:00AM Oct Wholesale inventories mm (%) 2.3 2.2 2.2

Friday, Dec 10

8:30AM Nov Core CPI (Annual) (%) 4.9 4.9 4.6

8:30AM Nov Consumer Price Index (CPI) (%) 0.8 0.7 0.9

Event Importance:
No Stars = Insignificant

  Low

  Moderate

  Important

  Very Important
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10:00AM Dec 1yr Inflation Outlook (%) 4.9 4.9

10:00AM Dec Consumer Sentiment 70.4 67.1 67.4

10:00AM Dec 5yr Inflation Outlook (%) 3.0 3.0

Tuesday, Dec 14

8:30AM Nov Producer Prices (%) +0.8 0.5 0.6

8:30AM Nov Core Producer Prices YY (%) +7.7 7.2 6.8

Wednesday, Dec 15

7:00AM w/e MBA Purchase Index 297.2 295.2

7:00AM w/e MBA Refi Index 2350.5 2511.5

8:30AM Nov Retail Sales (%) 0.3 0.8 1.7

10:00AM Dec NAHB housing market indx 84 83 83

10:00AM Oct Business Inventories (% ) 1.2 1.1 0.7

2:00PM N/A FOMC rate decision (%) 0.000 - 0.250 0.125 0.125

Thursday, Dec 16

8:30AM Nov House starts mm: change (%) 11.8 -0.7

8:30AM Dec Philly Fed Business Index 15.4 30.0 39.0

8:30AM Nov Build permits: change mm (%) 3.6 4.2

8:30AM Nov Housing starts number mm (ml) 1.679 1.568 1.520

8:30AM Nov Building permits: number (ml) 1.712 1.663 1.653

9:15AM Nov Industrial Production (%) 0.5 0.7 1.6

Wednesday, Jan 12

1:00PM 10-yr Note Auction (bl) 36

Thursday, Jan 13

1:00PM 30-Yr Bond Auction (bl) 22

Date Event Actual Forecast Prior
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Real Talk
At The Rate Shop, we're not your average mortgage banker. We specialize in bringing you ridiculously low interest rates that

will make you wonder what the other guys are doing. In fact the ONLY objection we ever hear is “your rates sound too good

to be true”. Well they’re not, and here is why…

After 15 years in the retail banking world I was frustrated with the high interest rates that came from that business model.

As I looked around at all the bloated layers of management and their expensive salaries and the overhead of running a larger

company (think rent costs, employee health and benefit costs, payroll taxes, and on and on) it dawned on me that I was a part

of the problem, and the solution, for me at least, was so easy to see.

Start my own mortgage brokerage shop. No expensive executive salaries, no expensive building to pay rent at, no

unnecessary employees and all the costs that are associated with that. What happens when you cut out all the fat? You can

provide lower rates and lower closing costs. It’s simple. Now here is the best part, you still get great service from a local

Kansas City Lender. My mission is to let everyone know that low rates and great customer service are NOT mutually

exclusive.

Thanks for coming along on this journey where Low Rates meet Great Service. The two do NOT have to be mutually

exclusive. It’s just a lie that the big box mortgage companies have been telling you for years. Don’t believe me? Give me a call

or shoot me a text on my personal cell phone today and compare my rates and costs up against any other lender in the

country, and be prepared to be blown away.

Mike Baker 
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