
National Average Mortgage Rates

Rate Change Points

Mortgage News Daily

30 Yr. Fixed 6.86% -0.05 0.00

15 Yr. Fixed 6.31% -0.02 0.00

30 Yr. FHA 6.32% -0.06 0.00

30 Yr. Jumbo 7.04% -0.03 0.00

5/1 ARM 6.53% -0.02 0.00

Freddie Mac

30 Yr. Fixed 6.78% -0.08 0.00

15 Yr. Fixed 6.07% -0.09 0.00
Rates as of: 7/26

Recent Housing Data
Value Change

Mortgage Apps Jul 10 206.1 -0.19%

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%

Inflation Data Continues Paving The Way
For (Eventual) Rate Cuts
This week's most important economic data was the PCE price index which is
the gold standard of big picture inflation measurement. For those hoping to
see rates drop, it was important for PCE to confirm the progress seen in the
CPI data (the other major inflation index that came out 2 weeks ago).  

Spoiler alert: PCE confirmed the progress, but there are a few nuances.

Perhaps most importantly, this week's PCE data covers the same time frame
as the CPI data two weeks ago.  In other words, it's not quite as awesome as 2
consecutive months of "mission accomplished" levels of inflation (which has
now arguably been cemented for June), but it's nonetheless an important
milestone in the path toward rate cuts.

What exactly does "mission accomplished" mean?  This simply refers to Fed's
2% annual inflation target, typically tracked via Core PCE which excludes
more volatile food and energy prices.  In order to hit 2%, monthly inflation
readings need to average roughly .17%.  This time around, it was .182%--
definitely in the historical range of on-target inflation from before the
pandemic.
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While the chart above makes it look like victory has been achieved, the inflation target is technically an annual thing, so we
need to see more months in the target zone before the year over year number falls into line.

Even then, the Fed has clearly stated that the annual change doesn't need to hit 2% as long as they're confident that it will. 
Prior to this week's data, the average Fed member has expressed an increasing amount of said confidence.  It's not thought to
be enough for a rate cut at next week's Fed meeting, but it's widely believed to result in a September rate cut, as long as the
data doesn't do anything crazy between now and then.

The Fed can also consider other aspects of the inflation data--especially in categories that have been stubbornly high while
also accounting for a large proportion of the total.  Housing is the by far and away the best example of this, accounting for
about a quarter of all inflation in this week's data, and more than a third in the CPI data.

Here's how CPI's shelter component looked for June when we covered it 2 weeks ago:
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And here's how this week's PCE data confirmed the big drop in housing inflation:
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The scales of the two charts are different, but the message is the same: housing inflation dropped sharply to the slowest pace
since it was still on the way up in 2021.  If this stubborn ingredient is finally softening, it's hard to imagine the Fed being
anything other than perfectly confident that it's time to start cutting rates.  They wouldn't need to see any improvement in
housing inflation from here.  It would merely need to remain near these levels.

If all of the above sounds fairly compelling, there's a major curve ball to be aware of.  While it's all true and while the
conclusions are very much in line with the market consensus, it didn't have any impact on the odds for a rate cut in
September.  The only thing that made a dent in those odds this week was an op-ed from former NY Fed Pres William Dudley
who said the Fed should cut even sooner.

The best way to take a swing at that curve ball would be to point out that the PCE data still mattered, but its effects on the
rate cut outlook don't show up in near term Fed meeting months.  If we change the chart above from September to next June,
things make more sense.
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Despite the important big picture milestone, movement in the bond/rate market was subdued yet again this week.  
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Volatility risks increase in the coming week with the arrival of more timely big ticket economic data.  Friday's jobs report is
always the headliner on the first week of a new month, but this time around, we'll also get a chance to hear from the Fed on
Wednesday.  

To reiterate, it's highly unlikely that the Fed opts to shock the market with a surprise rate cut, but precedent suggests that
they'll do something to tee up a September cut if they're as convinced as the market is.  This could either occur in the text of
the policy announcement or in the press conference with Fed Chair Powell that follows 30 minutes later.

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

Recent Economic Data
Date Event Actual Forecast Prior

Tuesday, Jul 23

10:00AM Jun Existing home sales (ml) 3.89M 4M 4.11M

Wednesday, Jul 24

7:00AM Jul/19 MBA Refi Index 614.9 613.0

7:00AM Jul/19 MBA Purchase Index 134.8 140.4

9:45AM Jul S&P Global Services PMI 56 55 55.3

9:45AM Jul S&P Global Manuf. PMI 49.5 51.7 51.6

10:00AM Jun New Home Sales (ml) 0.617M 0.64M 0.619M

Thursday, Jul 25

8:30AM Jun Durable goods (%) -6.6% 0.3% 0.1%

8:30AM Q2 GDP (%) 2.8% 2% 1.4%

8:30AM Q2 Core PCE Prices QoQ Final 2.9% 2.7% 3.7%

8:30AM Jul/20 Jobless Claims (k) 235K 238K 243K

Friday, Jul 26

8:30AM Jun Core PCE (m/m) (%) 0.2% 0.1% 0.1%

8:30AM Jun Core PCE Inflation (y/y) (%) 2.6% 2.5% 2.6%

10:00AM Jul Consumer Sentiment (ip) 66.4 66 68.2

Upcoming Economic Data
Date Event Forecast Prior

Monday, Jul 29

3:00PM Treasury Refunding Financing Estimates (%) 

Tuesday, Jul 30

9:00AM May FHFA Home Prices y/y (%)  6.3%

9:00AM May Case Shiller Home Prices-20 y/y (% )  7.2%

10:00AM Jun USA JOLTS Job Openings  8.14M

10:00AM Jul CB Consumer Confidence (%)  99.9 100.4

Wednesday, Jul 31

8:15AM Jul ADP jobs (k)  150K

Event Importance:
No Stars = Insignificant

  Low

  Moderate

  Important

  Very Important
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8:30AM Q2 Employment costs (%)  1.2%

8:30AM Treasury Refunding Announcement (%) 

9:45AM Jul Chicago PMI  47.4

10:00AM Jun Pending Home Sales (%)  -2.1%

2:00PM Fed Interest Rate Decision  5.5% 5.5%

2:30PM Fed Press Conference 

Thursday, Aug 01

8:30AM Jul/27 Jobless Claims (k)  235K

10:00AM Jul ISM Manufacturing PMI  48.8 48.5

10:00AM Jun Construction spending (%) -0.1%

Friday, Aug 02

8:30AM Jul Average earnings mm (%)  0.3% 0.3%

8:30AM Jul Non Farm Payrolls  185K 206K

8:30AM Jul Unemployment rate mm (%)  4.1% 4.1%

10:00AM Jun Factory orders mm (%) -0.5%

Date Event Forecast Prior

Professional Mortgage Lending
With over two decades of experience in the mortgage business and a background that sets me apart from many lenders, I

bring an unprecedented level of expertise to each client. Through knowledge of current lending markets, and access to

innovative products for buyers with unique backgrounds my clients can expect justifiable results quickly and easily. More

than simply understanding numbers though; tech-savvy communication ensures quick returns on questions while always

keeping their best interests at heart is what truly makes me stand out.

Finding the right professionals to make life's big decisions can be daunting. A great doctor and lawyer, a savvy financial

advisor, and a spiritual leader – these are all important considerations. But don't forget your mortgage situation! It pays to

have an experienced professional helping you navigate one of life’s largest investments in order for it to pay off down the

road. Let me offer that expert guidance through my trusted services - I'd love to help make this process as straightforward as

possible so you get exactly what you need out of home ownership.

Michael Trahan 
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