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Worst Day For Rates in More Than a Year National Average Mortgage Rates
After Jobs Report, But It's Not as Bad as it |
Sounds

Interest rates have a long and reliable history of reacting to the jobs report
more than any other monthly economic data and the most recent example
sent mortgage rates screaming higher at the fastest pace in over a year.

Labor market strength = higher rates, all other things being equal, and
Friday's NFP or "nonfarm payrolls" (the main component of the report),

came in significantly higher than expected (353k vs 180k forecast). Mortgage News Daily
December's payroll count was also revised much higher (333k versus 216k 30 Yr. Fixed 707% +0.02 0.00
previously). .
15 Yr. Fixed 6.45% 0.00 0.00
30 Yr. FHA 6.51% +0.02 0.00

Nonfarm Payrolls

(munthl? Change i“ jﬂb Count} 30 Yr. Jumbo 7.26% 0.00 0.00
-- amount in excess of initially S00K 5/1ARM 7.02% -0.01 0.00
reported number for December Freddie Mac
-- amount in excess of median 600K 30 Yr. Fixed 6.86% -0.01 0.00
forecast of economists 15 Yr. Fixed 616%  +003 000
Rates as of: 6/28
400K Market Data
Price / Yield Change
200K MBS UMBS 5.5 98.49 -0.45
MBS GNMA 5.5 99.10 -0.44
10 YR Treasury 43980 +0.1111
0 30 YR Treasury 45640 +0.1383
Pricing as of: 6/28 5:59PM EST
~200K Recent Housing Data
Value Change
Mortgage Apps Jun12 208.5 +15.58%
2022 2023 2024 Building Permits Mar 1.46M  -3.95%
When NFP deviates from expectations by such a wide margin, it's Housing Starts Mar 1.32M -13.15%
unfortunately common to see a lot of commentary suggesting some sort of New Home Sales Mar 693K  +4.68%
manipulation or at least incompetence, but that's not something that smart, Pending Home Sales Feb 75.6 +1.75%
credible market participan.ts tend to entertain. Reason.being: they . Existing Home Sales Feb 3.97M  -0.75%
understand that January's jobs data (the stuff released in early Feb) is often Builder Confidence Mar 51 +6.25%

plagued by major departures from expectations because it's the one month of
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the year where the Bureau of Labor Statistics (BLS) implements new
benchmarks based on a comprehensive count of jobs conducted in March of the previous year.

The BLS benchmark revision process is mind-numbingly arcane for most people who don't have a background in statistics.
Unfortunately, the esoteric nature of the problem leaves lots of room for people without a background in statistics to come
up with conspiracy theories.

To understand this better, consider the changing composition of jobs over time. BLS adjusts job counts based on weightings
that are determined once per year based on a more thorough count of labor market information in March. If the composition
of the labor market is changing more rapidly than normal (which is an understatement for the post-covid economy), it can
result in big deviations from expectations when the revisions are implemented in the January data.

If you'd like to see the actual changes in each industry category, BLS publishes the data
here: https://www.bls.gov/web/empsit/cesprelbmk.htm

Benchmark revisions, alone, don't explain the wild results this week, but they help the financial market take the numbers with
agrain of salt.

There are, of course, other ways to look at the labor market without having to worry about all that confusing stuff. For
instance, we could simply ask people if they're unemployed. BLS does that and, indeed, those numbers were far less shocking
(unemployment rate of 3.7%, unchanged from last month, but slightly stronger than expected).
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Even after the "yeah buts," the jobs report was still deemed much stronger than expected, and that's the sort of thing that
pushes mortgage rates higher.

The bond market (which determines rates) was also stretching into levels that were arguably a lot lower than expected due to
events of the previous 4 days this week. That made Friday's whiplash all the more brutal. Without the big drop earlier in the
week, bond yields would look like they were leveling off more gently from recent highs.
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10yr Treasury Yield

Consider this, both of the past 2 days saw the biggest drop in mortgage rates in more than a month. The two days before that
were also slightly stronger. Mortgage rates on Friday are roughly in line with last week's highest rates. Only by

comparing Thursday's surprisingly low rates to Friday's abrupt bounce can we observe the biggest single day jump since
October 2022.
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Believe it or not, there are even more confusing reasons behind this week's volatility that have to do with the structure of the
mortgage-backed securities market, but we'll save that for a dedicated "deep dive" in the future. The bottom lineis that it
took something of a perfect storm to cause this big of ajump in rates.

Rather than focus on attempting to understand why things happened in the recent past, perhaps it's better to consider what
it means for the near-term future. The good news is that a strong labor market alone is not capable of keeping rates at higher
levels if inflation continues to come down.

In this week's policy announcement press conference, Fed Chair Powell said the Fed is confident that inflation is doing what
it needs to in order for the Fed to cut rates this year, but that they'd like to be just a bit more confident. Strong labor market
dataincreases doubts, all other things being equal, but if upcoming inflation reports show more evidence of core inflation
moving back to the 2% target, financial markets will move into position for lower rates even before the Fed officially cuts.

The next major inflation report is 2 weeks away which leaves investors to focus on other economic data next week in
addition to comments from Fed speakers and the Treasury auction cycle.

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

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 | was frustrated with the high interest rates that came from that business model.
As | 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 | 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 alocal
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 a
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