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Mortgage Rates Start New Week Slightly Higher

Everything is relative when it comes to following day-to-day movements in mortgage rates. 
Yes, they're technically higher than they were on Friday afternoon, but they're still lower
than just about any other day... ever.  Most prospective borrowers will see very little
difference from last week.  On average, the actual interest rate itself (aka, the "note rate") is
unchanged, in fact.  It's only when we get more granular and look at the closing cost side of
the equation that rates got higher.

So if the note rate is the same as it was on Friday, why am I telling you rates are higher?

Rates are typically quoted in increments of 0.125%.  When it comes to financing hundreds of
thousands of dollars, 0.125% actually accounts for a pretty big difference as far as mortgage
lenders are concerned.  The bond market (which largely dictates day-to-day changes in rates)
rarely moves enough for mortgage lenders to adjust rates by an entire 0.125%.  But it does
move! 

To account for those smaller movements, lenders can adjust the "upfront cost" (or credit)
associated with any given rate.  For instance, if you're being quoted 2.75% with zero lender
closing costs and the mortgage bond market deteriorates a bit, you might be quoted 2.75%
with 0.25 points of closing costs tomorrow.  Alternately, you may have an option to take a
rate of 2.875% and receive a lender credit of 0.25 points.

The point is that day-to-day market movement often falls short of an entire 0.125% in rate. 
You can either keep the same rate and pay a bit more upfront, or go to the next .125% higher
and pay a bit less upfront.
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