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Rate-friendly Fed and Easier Credit Bode
Well for Housing

It was nearly impossible to turn on the TV, listen to the radio, use the internet,
or interact with other human beings this week without being overwhelmed
with the sense that Thursday’s Fed Announcement was a big deal for markets.

After all, this was to be the first Fed meeting in 9 years with even aremote
chance of arate hike.

When we talk about potential changes to the Fed Funds Rate, and the impact
on mortgage and housing markets, it's important to keep in mind that there
are distinct differences between longer and shorter term rates. The Fed’s

Rate Change Points
Mortgage News Daily

policy rateis about as short as it gets. Market sentiment regarding Fed policy 30 Yr. Fixed 7.28% -0.09 0.00
is most easily seen in securities like US Treasury Bills and some of the shorter 15 Yr. Fixed 6.75% -0.07 0.00
term Notes (i.e. debt that lasts anywhere from weeks to a few years). 30 Yr. FHA 6.70% 012 0.00
Once we get out to debt that lasts 5yrs or more—which includes the typical 30 Yr. Jumbo 7.48% -0.07 0.00
mortgage—market behavior increasingly changes. In fact, as recently as 5/1 ARM 7.35% -0.07 0.00
2004, we actually saw longer term rates fall just as the Fed lifted its rate from Freddie Mac

an extended period of long term lows. Even though that’s not the norm over 30 Yr. Fixed 722% 022 0.00

the long run, the takeaway is that a Fed rate hike this week didn’t necessarily

. o i
have to mean destruction for mortgage rates. 15 Yr. Fixed 6.47% 0.29 0.00

Rates as of: 5/3

As it happens, we didn’t have to find out. The Fed kept its rate hike Market Data
aspirations on hold, which was in line with market sentiment, albeit just

. . . Price/Yield Change
barely. Among those calling for the Fed to forego a hike this time around, the

common belief was that Fed Chair Yellen would use the press conference MBS UMBS 6.0 100.09 031
(which followed the announcement) to set the stage for a hike in October or MBS GNMA 6.0 101.03 +0.29
December. In other words, the consensus was that the Fed wouldn'’t hike, 10 YR Treasury 45138 0.0000
but would make it seem more likely in one of the following meetings. 30 YR Treasury 4.6711 0.0000

. . . e . Pricing as of: 5/57:51PM EST
Not only did Yellen avoid making any strong indications about upcoming

hikes, markets moved away from the belief as well. After all was said and Recent Housing Data

done, the odds for a 2015 rate hike were the lowest they’d been apart from a Value Change

few passing moments at the end of August when global growth fears sent Mortgage Apps Apr24 1967 -2.67%

markets into a tailspin. Building Permits Mar 146M -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%
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All of the conjecture, horse-trading, and legitimately big decisions came with a price. Rates were volatile on the run up to the
Fed Announcement. Investors were a bit more anxious than they thought they would be—especially on Tuesday. When
investors sell their bond holdings, prices fall and rates rise. Mortgages are part of the bond market and thus were at their
highest recent levels ahead of the Fed. That's changing rapidly as we head into the weekend. Post-Fed, much of the week’s
damage has been undone as far as lenders’ rate sheets are concerned. But remember, accounting for volatility is more
expensive for lenders than boringly flat rates. As such most lenders have not yet made it back to last week’s better rate
offerings.

Apart from the Fed, it was a big week of mortgage and housing data from Corelogic, with no fewer than 4 separate reports.
These included an early estimate of HMDA's upcoming mortgage origination data, calling for the 3rd straight year of
increased purchase demand, as well as a general overview and analysis of the GSE’s (Fannie Mae and Freddie Mac) affordable
housing goals. On a more quantitative note, and in a similar vein as some of last week’s data, CorelLogic noted that negative
equity continues drying up, with only 8.7 percent of mortgaged properties underwater. But there can be too much of a good
thing. In 14 of the markets leading that resurgence of equity, CorelLogic says prices are now unsustainable.

Unsustainable prices are an unsurprising byproduct of the current environment. In addition to persistently low rates relative
to historical norms, lenders and government agencies (like Freddie Mac, most recently) continue expanding access to
mortgage credit. Several reports reference the phenomenon this week, including Ellie Mae’s Origination Insight Report, and
asurvey on lender sentiment from Fannie Mae.

Subscribe to my newsletter online at: http://mortgagenewsletter.net/timothybaron

Recent Economic Data Event Importance:

Date Event Actual = Forecast  Prior No Stars = Insignificant

Tuesday, Sep 15 Low

Moderate

8:30AM Sep NY Fed manufacturing -14.67 -0.75 -14.92 Important
8:30AM Aug Retail sales mm (%) +0.2 0.3 0.6 Very Important

Wednesday, Sep 16
7:00AM w/e MBA Purchase Index 196.3 205.0
7:00AM w/e Mortgage Refinance Index 1557.7 1713.4
7:00AM w/e Mortgage Market Index 400.5 430.8
8:30AM Aug CPI mm, sa (%) -0.1 0.0 0.1
8:30AM Aug Core CPl mm, sa (%) +0.1 0.1 0.1
8:30AM Aug Core CPI index, sa 242.69 24251

10:00AM Sep NAHB housing market indx 62 61 61

4:00PM | Jul Foreign buying, T-bonds (bl) -28.7 69.8

Thursday, Sep 17
8:30AM w/e Continued jobless claims (ml) 2.237 2.235 2.260
8:30AM w/e Initial Jobless Claims (k) 264 271 275
8:30AM  Aug Build permits: change mm (%) +3.5 -15.5
8:30AM  Aug Housing starts number mm (ml) 1.126 1.170 1.206

10:00AM Sep Philly Fed Business Index -6.0 6.0 8.3

2:00PM N/A FOMC rate decision (%) 0-0.25 0.125 0.125

Monday, Sep 21
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Date Event Actual = Forecast Prior
10:00AM Aug Exist. home sales % chg (%) -4.8 -1.3 2.0
10:00AM Aug Existing home sales (ml) 5.31 5.51 5.59

Wednesday, Sep 23
1:00PM | 5-Yr Note Auction (bl) 35
Thursday, Sep 24

8:30AM  Aug Durable goods (%) -2.0 -2.0 2.2
10:00AM Aug New home sales chg mm (%) +5.7 1.6 5.4
10:00AM Aug New home sales-units mm (ml) 0.552 0.515 0.507

Tuesday, Aug 16
11:30AM 52-Week Bill Auction (bl) 55

The Arizona Loan Baron

The Arizona Loan Baron is at your service!

| would appreciate the opportunity to share with you my extensive mortgage lending experience. My client focused
approach has allowed me to build long lasting relationships and partnerships throughout Arizona. | know this market. | live
here and work here. Please allow me the opportunity to be your mortgage lending partner.

The Arizona Loan Baron m
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