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Mortgage Apps: Third Week of Increases

Bottom Line: Mortgage applications rose for the third week, despite historically
high mortgage rates. The slight increase was driven by applications for refinancing,
which remain historically very depressed, with the vast majority of

mortgage borrowers enjoying rates some 250+ basis points below current rates.
Purchase applications were unchanged after starting to rebound in mid-June, but the
trend remains to the downside. Mortgage bankers are overstaffed, with several
lenders announcing layoffs, and there appears to be some last-ditch effort to push
through any applications they can. Bankers have pushed 5/1 ARMs (5-year fixed-
rate, floating annually thereafter for 25 years) to make payments affordable (the 5-
year fixed portion last week was over 140bps below the 30-year rate). Overall, we
are keeping a close eye on the uptick in applications, but so far, the recent increase
looks anomalous rather than any significant shift in the trend.
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The MBA Mortgage Application Index ROSE slightly, UP 0.7% to 323.0, BELOW
the 13-week average of 339.0 and -49.5% BELOW the year-ago level. Non-
seasonally adjusted the index FELL sharply, DOWN -20.0%.

The Purchase Index was nearly unchanged, UP 0.1% to 243.0, ABOVE the 13-
week average of 239.0 but -4.7% BELOW the year-ago level.

The Refinancing Index ROSE slightly, UP 1.9% to 726.0, BELOW the 13-week
average of 872.0 and -74.6% BELOW the year-ago level.

The effective (adjusted for points paid) 30-year mortgage rate FELL sharply, DOWN
-18bps to 6.02%, ABOVE the 13-week average of 5.62% and 81bps ABOVE the
year-ago level.

Current coupon yields in the secondary market were down -15.0 bps last week ,
closing at 4.51%, but were up 11.0 bps this week through Tuesday.
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Refinance Index
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MBA 30-yr Fixed Mortgage Effective Rate
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MBS Current Coupon spread to Blend of Treasury Yields
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MBS Current Coupon Yield
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= Purchase Index
= Existing Home Sales (millions annualized units)
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Purchase Index vs. Existing Home Sales
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