Rates are falling along with inflation
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Mortgage rates fell sharply as of July 19, according to Bankrate’s weekly survey. The U.S.  rate cooled to 3 percent last month, its slowest pace in two years, and  are backing off. The average rate on 30-year mortgages fell to 6.88 percent this week, down from 7.07 percent last week, according to Bankrate’s weekly national survey of large lenders. “Mortgage rates declined last week, as markets responded positively to incoming data showing that U.S. inflation continues to cool,” says Joel Kan, deputy chief economist at the Mortgage Bankers Association. The Federal Reserve took a break from inflation-fighting last month, but the mortgage market expects the central bank to resume rate increases when it meets next week. Mortgage rates remain chained to inflation, a metric the Fed has been moving aggressively to control. While Fed policy guides the mortgage market, the central bank doesn’t directly set . The most relevant benchmark is the 10-year Treasury yield, which has bounced around in recent weeks. “Further disinflation in the coming months should help support more, albeit modest, downward movements in Treasury yields, which mortgage rates tend to follow,” says Orphe Divounguy, senior economist at Zillow. Mortgage rates don’t take direct cues from the Fed and will instead respond to the outlook for the economy and inflation. A slowing economy and an easing of inflation pressures are the prerequisites for lower mortgage rates.— GREG MCBRIDE, BANKRATE CHIEF FINANCIAL ANALYST Mortgage rates rose steeply for most of 2022, topping 7 percent in November before retreating. They’ve been bouncing around this year. What happened to mortgage rates this week The 30-year fixed mortgages in this week’s survey had an average total of 0.33 . Over the past 52 weeks, the benchmark 30-year fixed-rate mortgage has averaged 6.55 percent. A year ago, the 30-year fixed-rate mortgage was 5.76 percent. Four weeks ago, the rate was 6.84 percent. The 30-year fixed-rate average for this week is 1.33 percentage points higher than the 52-week low of 5.55 percent. As for other loans: The  was 6.3 percent, down from 6.48 percent last week. The  (ARM) stood at 6.9 percent, down from 7 percent to a week ago. The  was 6.76 percent, down from 6.87 percent last week. How mortgage rates affect home affordability The national median family income for 2023 is $96,300, according to the U.S. Department of Housing and Urban Development, and the median price of an existing home sold in May 2023 was $396,100, according to the National Association of Realtors. Based on a 20 percent down payment and a mortgage rate of 6.88 percent, the monthly payment of $2,083 amounts to 26 percent of the typical family’s monthly income. A year ago, median family income was $90,000, the median home price was $395,500 and the average mortgage rate was 4.95 percent. Buying the typical home then required 23 percent of a family’s monthly income. Where mortgage rates are headed Experts expected to see rates  as the Fed’s round of rate hikes draws to an end, but the resilience of the U.S. economy is throwing a wrinkle into those expectations. The job market remains strong, and the U.S. economy has yet to fall into recession. And opinions are mixed about what the Fed will do at its July 26 meeting, and what that means for mortgage rates. “Future rate hikes this year might not have a material impact on mortgage rates,” says Brandon Snow, executive director at Ally Home. “While the Fed’s decisions often affect how rates move, more factors are at play within the housing market – and this year mortgage rates have not always increased when the Fed has hiked.” Housing economists agree that the slowdown in inflation eventually will create downward pressure on mortgage rates. “Low inflation means low mortgage rates,” says Lawrence Yun, chief economist at the National Association of Realtors. “Therefore, decelerating consumer prices could steadily lift home sales and increase home production in a few months.” 
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