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Mortgage Rates Improve After Fed Announcement

The Fed cut its policy rate by 0.25% today and mortgage rates moved lower after the
announcement. That said, those two developments are not related.

In fact, there was no movement in the bonds that underlie mortgage rates when the rate cut
was announced. Instead, the market (and rates) moved in response to Fed Chair Powell's
press conference.

While there is a mistaken belief that such press conferences "always" result in upward
pressure on rates, today shows they can go both ways. Key comments that may have helped:

Powell: Job gains could have been overstated in recent months

Powell: Growing evidence that inflation is coming down

Powell: Rates are now in a high range of neutral

The reference to "neutral" means the Fed Funds Rate is near the levels that should neither
help nor hurt the economy. Being in the higher end of that range means there could be room
for another rate cut or two in 2026. This possibility was already reflected in the rate
forecasts that came out with today's announcement, but the market appreciated hearing it
from Powell.

Up until Powell's press conference, mortgage rates had been little changed from yesterday. Afterward, most lenders made
mid-day changes resulting in the lowest rates of the week.
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