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Mixed Signals in Housing Data and Small- National Average Mortgage Rates

Scale Volatility in Rates

The last two weeks of December are unlike almost any time of year in terms
of market movement and what we should read into it, but there were several
housing-related reports that are worth considering as we head into the new
year.

The National Association of Homebuilders (NAHB) published its builder
confidence numbers on Monday. Overall confidence (aka "headline")
dropped for the 12th straight month to nearly the lowest level in more than a
decade. There was a small glimmer of hope in the 6-month outlook which
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Other housing-related data conveyed mixed signals as well. A day later, the government's New Residential Construction
report showed a resilience in housing starts (the ground-breaking phase of construction) juxtaposed with a sharp decline in
new building permits.
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There are many layers of complexity underlying those numbers, and there are different conclusions to be gleaned depending
on perception. In the shorter term, there's no doubt the housing correction has been swift. But in the bigger picture, one
might consider this correction to be payback for the uncanny boom of the past 2 years. After all, housing starts are still
running well above roughly a decade of the pre-covid years.

Speaking of things depending on perception, let's compare two other housing reports that came out this week: New vs
Existing Home Sales.
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At first glance, it looks like new home sales are holding up quite well whereas existing home sales have fallen off a cliff.
That's actually not entirely untrue. Builders are eager to sell new homes whereas homeowners are extremely hesitant to sell
their existing homes (thus giving up their lower mortgage rate and being faced with the prospect of higher prices and higher
rates on their next home). That hesitation is apparent in the extremely low inventory levels of existing homes (notably very
different than the financial crisis when inventory exploded).
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The other factor that allows such a disparate performance in New vs Existing homes is the relative size of the two markets.
Here's how the exact same numbers look when charted on the same axis.
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In other words, new home sales are so small by comparison that the discrepancy isn't as hard to reconcile. It doesn't take too
much success on the part of a few big homebuilders to cause some resilience in the blue line.

Shifting gears to financial markets, we see a similar phenomenon during the last two weeks of December. Trading activity
winds down in such a way that each trader left in the office has a bigger impact on trading levels than they would during a
busier time of year. This played out on Tuesday when the bond market reacted to an unexpected policy change from the
Bank of Japan.

The chart below shows 10yr Treasury yields (a benchmark for all longer term rates in the US) losing nearly as much as they'd
gained after last week's inflation report. On any other week of the year, it would be unfathomable to see foreign central bank
policy affect rates in the US as much as a hotly anticipated CPI report.
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Thankfully, the volatility in the chart above represents only a small cross-section of the roads we've recently traveled. That's
even more apparent for mortgage rates. True, the average lender raised rates fairly quickly to start the week, but after
offsetting that move with last week's improvements, December looks somewhat flat in the bigger picture and still much
lower than the recent highs.
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Heading into the new year, markets will continue to focus on economic data that speaks to the Federal Reserve's policy
outlook. Inflation datais the most important in this regard, but other economic indicators shouldn't be ignored. In general,
higher inflation and stronger economic growth is bad for both stocks and bonds. Vice versa for cooler inflation and a
cooling economy.

The Fed expectation effect is readily apparent in charts with stock prices and bond yields (aka "rates") tending to move in
opposite directions depending on what the data suggests the Fed will do. Both improved in July when data faltered. Then
stocks tumbled while rates spiked heading into the fall months due to resilience in economic data and upside surprises in
inflation. The last two months of cooler inflation data have been the key drivers behind the Nov/Dec recovery.
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Recent Economic Data Event Importance:
Date Event Actual Forecast Prior No Stars = Insignificant
Monday, Dec 19 Low
Moderate
10:00AM Dec NAHB housing market indx 31 34 33 Important
Tuesday, Dec 20 Very Important
8:30AM Nov House starts mm: change (%) -0.5 -4.2
8:30AM Nov Housing starts number mm (ml) 1.427 1.400 1.425
8:30AM Nov Building permits: number (ml) 1.342 1.485 1.512
8:30AM Nov Build permits: change mm (%) -11.2 -3.3
Wednesday, Dec 21
7:00AM w/e MBA Refi Index 371.4 350.5
7:00AM w/e MBA Purchase Index 182.5 182.6
10:00AM Nov Exist. home sales % chg (%) -7.7 -5.4 -5.9
10:00AM Nov Existing home sales (ml) 4.09 420 443
10:00AM Dec Consumer confidence 108.3 101.0 100.2

Thursday, Dec 22
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Date Event Actual | Forecast @ Prior
8:30AM Q3 GDP Final (%) 3.2 2.9 2.9
8:30AM w/e Jobless Claims (k) 216 222 211
10:00AM Nov Leading index chg mm (%) -1.0 -0.4 -0.8
Friday, Dec 23
8:30AM Nov Durable goods (%) -2.1 -0.6 1.1
8:30AM Nov Core PCE Inflation (y/y) (%) 4.7 4.7 5.0
10:00AM Dec Sentiment: 1y Inflation (%) 4.4 4.6
10:00AM Nov New Home Sales (ml) 0.640 0.600 0.632
10:00AM Dec Consumer Sentiment (ip) 59.7 59.1 591
10:00AM Dec Sentiment: 5y Inflation (%) 2.9 3.0
10:00AM Nov New Home Sales (%) (%) +5.8 -4.7 7.5
Tuesday, Dec 27
9:00AM | Oct Case Shiller Home Prices-20 y/y (%) 8.6 8.2 10.4
9:00AM | Oct CaseShiller Home Prices m/m (%) -0.5 -1.1 -1.2
9:00AM | Oct FHFA Home Prices y/y (%) 9.8 11.0
9:00AM | Oct FHFA Home Price Index m/m (%) 0.0 0.1
1:00PM | 2-Yr Note Auction (bl) 42
Wednesday, Dec 28
7:00AM w/e MBA Purchase Index 182.5
7:00AM w/e MBA Refi Index 371.4
10:00AM Nov Pending Sales Index 73.9 77.1
10:00AM Nov Pending Home Sales (%) -4.0 -0.8 -4.6
1:00PM | 5-Yr Note Auction (bl) 43
Thursday, Dec 29
8:30AM w/e Jobless Claims (k) 225 225 216
1:00PM | 7-Yr Note Auction (bl) 35
Friday, Dec 30
9:45AM | Dec Chicago PMI 449 40.0 37.2
Wednesday, Jan 18
1:00PM  20-Yr Bond Auction (bl) 12
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“We exist to make a difference in people’s lives by providing the right
mortgage products.”

Scott is the Portland Mortgage Coach, an Ideas Machine, a Revolutionist and a Rock N' Roller!

With over 20 years in the Mortgage Industry. Scott Munds is #1 a family man. Married over 25 years to his lovely wife Susie
with four amazing children all living in the Portland Metro area. He enjoys spending time in the community serving with the
Community Action group and the Blanchet House. Scott has a serving heart! In business, Scott is known as a straight
shooter full of Integrity and is a Master at the Mortgage Loan Process. With a legendary reputation in the mortgage and real
estate industry. Scott has earned an extensive following of Real Estate agents, Clients who love Scott and an Avant-Garde
mind that attracts Respect inside and out of his business.

If you are looking for the Nordstrom Mortgage Loan experience... you have found the right guru and mortgage team to Open

the Door to your new home!

Scott Munds F
Juf
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