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Mortgage Apps: Rates Jumping Over 7%

Bottom Line: Mortgage activity fell in the week leading into the 4th of July holiday,
which many people took as an extended long weekend. The MBA makes no
adjustments for seasonal events when there is no clear impact on the business day
count in a given week. As such, some of the decline in applications was due to
slower activity on the Friday before the holiday weekend. That said, the average 30-
year fixed rate mortgage pushed back above 7%, a critical threshold for mortgage
activity this year. Secondary market spreads to Treasuries were wider last week and
trading wider again this week, pushing mortgage rates to nearly 7.25%. The coming
weeks will be critical to assess that potential bottoming in mortgage activity we've
been evaluating for months now. Another violent move higher in rates, as we are
seeing this week, jeopardizes mortgage activity and, in turn, the housing market's
ability to find a new equilibrium.
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The MBA Mortgage Application Index FELL -4.4% to 206.0, BELOW the 13-week
average of 212.0 and -32.4% BELOW the year-ago level. Non-seasonally adjusted
the index ROSE 5.8%.

The Purchase Index FELL -4.6% to 162.0, BELOW the 13-week average of 165.0,
and -30.2% BELOW the year-ago level.

The Refinancing Index FELL -4.1% to 421.0, BELOW the 13-week average of
447.0 and -37.1% BELOW the year-ago level.

The effective (adjusted for points paid) 30-year mortgage rate ROSE 10bps to
7.04%, ABOVE the 13-week average of 6.83% and 19bps ABOVE the year-ago
level.



Current coupon yields in the secondary market were up 15.0 bps last week ,
closing at 5.62%, and were up 18.0 bps this week through Wednesday.
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Refinance Index

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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Mortgage Rates

=== 30-year Effective Rate (adjusted for points pald)
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Purchase Index vs. Existing Home Sales
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Refi Index vs. Mortgage Rate

Refi Index (sa)
= 30-year Effective Rate
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Total Applications Index | 206.50 216.10 209.80 208.80 207.18 211.28 211.62 225.44
Week % Chg 440 | 300 050 7.20
Total Apps NSA % Chg. = 5.80  -8.03 -0.57 17.47
Purchase Index 162.40 | 170.30 165.60 163.20 162.64 162.95 164.70  177.72
Purch. Idx - % Chg. 464 284 147 758
Refinance Index 42130 43920 42510 43410 425.88 457.70 446.64 462.09
Refi. Idx - % Chg. 408 332 207 59
Ref % Tot 27.40 | 27.20 2690 2730 2722  27.38  27.25 29.03
MBA 30-yr Fixed
Mortangs Eractve Rate | 704 | 694 692 696 697 | 686 683 663
MBA 30-yr Fixed Points | 0.65 = 0.64 064 065 065 068 @ 065 0.70
MBA 15-yr Fixed
Mortangs Gontrasi Rate | 630 | 623 626 625 626 611 611 581
MBA 15-yr Fixed
Mortange Dractve rate | 630 | 623 626 625 626 611 611 581
MBA 154y Fixed Points | 0.91 = 0.69 071 105 080 070 070 078
MBASyrARWIEflective | 600 | 628 609 590 604 554 572 543
% of ARMs 620 610 630 650 638 670 654 816
% of SARMs 1220 | 1220 1270 1280 12.62 1425 1325 16.09

source: Mortgage Banker Association via Bloomberg Professional





