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Connection Between Tax Refunds and National Average Mortgage Rates

Mortgage Delinquencies

Apparently we aren't all procrastinators. Black Knight Financial Services
looked at Internal Revenue Service (IRS) filing statistics and how they relate to
loan level mortgage performance data for its current edition of Mortgage
Monitor and found that 40 percent of tax filers are in and done by the first
week in March. In fact, half of that number or one in five have finished and
filed their returns within the first two weeks of tax season.
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The company says incentive plays a role in this diligence as Americans who

file early are more likely to be expecting a refund. On average, they also e s e
receive a larger refund than those who file later. The average refund for Rate  Change  Points
those filing on or before February 5t was $3,400, more than 35 percent Mortgage News Daily
higher than the refund for those filing in early April and nearly 50 per higher 30 Yr. Fixed 7.28% -0.09 0.00
than those filing the last week of the season. In fact, IRS has already 15 Yr. Fixed 6.75% -0.07 0.00
distributed most tax refunds well before the April 15 tax deadline. 30 Yr. FHA 6.70% -0.12 0.00
30 Yr. Jumbo 7.48% -0.07 0.00
5/1 ARM 7.35% -0.07 0.00
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Mortgage Apps Apr24 196.7 -2.67%
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%
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Value Change
So, what does this have to do with mortgages? Black Knight says if history repeats, ggﬁa(gy gggf%ggdgore borro[wglrs can?P +6.25%

expected to bring their delinquent mortgages current in February and March than in a typical month, and changes are they
are using their tax refunds to do so. Black Knight Data & Analytics Executive Vice President Ben Graboske said, "We see this
increase in cures across the delinquency and foreclosure spectrum, but it is most pronounced in the early and moderate
stages of delinquency. This makes sense, in that a tax refund may be sufficient to pay a few months of past-due mortgage
payments, but is likely not enough to bring a homeowner out of severe delinquency. Likewise, the most pronounced impact
was seen among FHA/VA borrowers, who might be expected to have less cash reserves on hand and therefore be more
dependent upon the infusion of funds during tax refund season to pay down late payments. All things being equal, there's no
reason to expect this tax season to be any different."

Average Spike in Mortgage Cures
(Feb & March vs. All Other Months)

+45% In recent years, this spike has resulted in an

additional 290,000 borrowers on average
paying their loan current in February and
March alone. That's on top of average cure
volumes for the typical month.
+32% +31%
+26%
+14%

1-2 mo delq 3-5 mo delg 6 mo delq FC Initiated Overall
Previous Delinquency Status

*February and March cure volumes compared to the average cure volume of the remaining 10
months in the same calendar year; Most recent 5 year average

That mortgage delinquencies fluctuate on a seasonal basis is well known, but Graboske points out the FHA and VA loans see
the most pronounced seasonal variations throughout the year. March is the seasonal low for mortgage delinquencies, and
FHA and VA loans improve the most during the period with loan cures increasing by an average of 40 percent. In contrast,
GSE loans cures go up by just 26 percent. Then winter brings the most adverse seasonal impact and again these are highest
among those two loan types. He says, "While the inflow in early spring from tax refunds gives these borrowers a needed
infusion of funds, the data also shows they tend to struggle more when the funds burn off late in the year and money
becomes tight around the holiday spending season."
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Delinquency Rate - Seasonal Ratios By Month and Investor
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*Based on 5 year average from 2011-2015

Black Knight also looked again at home affordability and how it has been affected by the current interest rate environment
and continued home price appreciation. Home prices were up in November by 5.7 percent on an annual basis, marking 55
months of annual growth and the highest rate of appreciation since June 2014. Prices are now only a fraction of a
percentage point off the June 2006 peak, roughly $864 on average away from that milestone. If the 2016 pattern of a price
increase every month holds true for December, 2016 will join 2013 as the only years since 2005 where prices have increased
each and every month.

Price appreciation was beginning to accelerate in November, which the Monitor attributes to the declining interest rates in
the second half of 2016 prior to the election. This, it says, suggests borrowers were willing to pay more for the same home
than they were prior to the rate decline early in the year, and indicating that rather than absorbing the effects of lower rates
as savings they were opting to use the increased buying power to bid up home prices. While condominiums still appreciate
at a slower rate than single family residences, price gains there have also shifted into acceleration over the past four months

Black Knight Home Price Index
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The Monitor says while the historically low interest rates have helped accelerate home price gains, interest rates on 30-year
mortgages rose by 75 basis points in November alone. With the prevailing interest rate of 4.19 percent at the time the
analysis was done, January 26, 2017, housing is now the least affordable it's been since 2010, "requiring 22.2 percent of the
median income to make the monthly principal and interest payment on the median- priced home." This is an increase of 10
percent just in the fourth quarter of 2016. On a national basis homes remain more affordable than they did pre-bubble, "but
it's clear that the market is now experiencing the most pressure - from an affordability perspective - since the housing
recovery began."

Home Price Appreciation vs. 30-Year Fixed Interest Rate
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As discussed in prior Mortgage
Monitors; deceleration in HPA We're seeing the inverse in late 2016
followed in the wake of rising as home price appreciation has
interest rates in late 2013 begun to accelerate shortly after 3.0%
interest rates fell to near record lows
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The Monitor reminds of analysis in prior editions where marked deceleration in price increases was observed in the wake of
the "taper tantrum" interest rate increases of late 2013. A similar reaction has yet to materialize today, although based on
recent history, home price movement following changes in interest rates have been lagged by 2 to 3 months.

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

R

© 2024 MBS Live, LLC. - This newsletter is a service of MarketNewsletters.com.

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.

Read or subscribe to my newsletter online at: http://mortgagenewsletter.net/timothybaron


http://www.marketnewsletters.com
http://mortgagenewsletter.net/timothybaron

	Connection Between Tax Refunds and Mortgage Delinquencies
	National Average Mortgage Rates
	Recent Housing Data
	The Arizona Loan Baron

