MORTGAGE RATE WATCH
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Highest Mortgage Rates of The Week, Just Barely

Yesterday, we characterized the prevailing mortgage rate momentum as "broadly sideways,"
and while that's still very true in the bigger picture, words like "up" and "higher" might need
to be sprinkled in this week.

For those with a glass-half-empty approach, today's rates are the highest of the week and the
highest since June 24th. For the optimists (and, in our view, the pragmatists), today's rates
are virtually identical to those seen on Tuesday. Specifically, our 30yr fixed rate index is only
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Why would that matter?
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First off, bonds simply don't like inflation and rates will generally be moving higher if NSRS ST

inflation is moving higher. Additionally, the prospect of tariff-driven inflation is preventing
the Federal Reserve from initiating rate cuts that would otherwise be justified by the current
landscape of econ data and monetary policy.

Bottom line: if inflation does NOT show up in a big way in next week's CPI, the market could
move fairly quickly to price in expectations for a lower Fed Funds Rate. THAT'S the thing
that actually correlates with mortgage rates moving lower (as opposed to the official Fed rate
cut that typically ends up being the end of a book that the market has already read).

Of course, the opposite scenario could play out at well (higher-than-expected inflation and another jump in mortgage rates).

There's no guarantee or even any reason to expect one outcome versus another.
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