


  

  

The price-deflation believers also point to the market-propping effect of the $8,000 
first-time homebuyer’s tax credit, set to expire on November 30. The credit has 
helped support prices, to be sure, but we should not overlook the impact of an 
improving economy. Besides, we still think odds favor a credit extension, though 
we cannot say for sure how long the extension will last, or what bells and whistles 
will be added. 

We also think that odds still favor a rising mortgage-rate environment, which is 
tougher to refute, considering gold traded at over $1,070 an ounce last week. 
Treasury yields moved slightly higher, and so did mortgage rates, though they are 
still very good. Zillow.com showed the state average remains below 5.15% in all 
50 states. We will say it again: If you are looking for a mortgage loan, there's no 
better time than the present.  

Economic  
Indicator 

Release  
Date and Time 

Consensus  
Estimate Analysis

Housing Market Index
(October) 

Mon, Oct. 19,
1:00 pm, et  20 Index  

Important. Expect 
additional improvement in 
the single-family 
component of the index.  

Housing Starts 
(September) 

Tues, Oct. 20,
8:30 am, et 

610,000 
(Annualized) 

Important. Starts are 
reflecting an improving 
economic outlook.  

Producer Price Index 
(September) 

Tues, Oct. 20,
8:30 am, et 

All Goods: 
0.1% (Increase)

Core: 0.1% 
(Increase) 

Important. Producer 
inflation remains subdued, 
but there are signs of 
growing pressure.  

Mortgage 
Applications  

Wed, Oct. 21,
7:00 am, et None  

Important. Recent 
economic data have 
tempered purchase 
activity.  

FHFA House Price 
Index 

(August) 

Thurs, Oct. 22,
10:00 am, et  None  

Important. Another price 
increase will mitigate 
price-deflation concerns.  

Leading Indicators 
(September) 

Thurs, Oct. 22,
10:00 am, et 

0.5%  
(Increase)  

Moderately Important. 
Indicators continue to 
support notions of a 
sustained recovery.  

Existing Home Sales| 
(September) 

Fri, Oct. 23,
10:00 am, et 

5.3 Million 
(Annualized)  

Important. Sales are 
expected to recover after 
dipping in August.  

A Realistic View of Prices  

S&P/Case-Shiller 10-City Composite Home Price Index rose 3.6% between April 
and July, following a decline of 4.8% in the previous period, between January and 
April. But that's nothing new. Robert Shiller, the index's co-founder, found a close 
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parallel at the end of the 1990-91 recession, where home prices rose 2.3% from 
April to July 1991 after having fallen 2.1% from January to April that year. 

Here is another interesting fact to suggest price volatility is the norm: Since 1979, 
residential real estate prices have had two 10-year long cycles where prices have 
risen significantly, then retreated approximately 15% to 20% over the subsequent 
two years. This tendency to increase then tumble back has kept housing 
appreciation more or less on pace with inflation over the past 100 years. 

Mortgage rates have also demonstrated spurts of volatility. In 1977, the prime 30-
year fixed-rate mortgage averaged 8.8%, spiking to 13.7% in 1980 before topping 
out at 16.0% in 1982. From 1984 through the present, mortgage rates have steadily 
trended lower to today's unprecedented levels, with no significant spikes in the 
interim. Does that mean mortgage-rate volatility is a thing of the past? All we can 
say is that it is worth heeding the late economist Hyman Minsky's admonition on 
stability. According to Minsky, the longer things are stable, the more likely they 
are to become unstable. 
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 If you do not wish to receive this valuable email, please let me know. 
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HOUSING 
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This Newsletter is for informational purposes only. The information contained herein may not be 
applicable to every situation or jurisdiction and we urge you to consult your professional advisor prior to 
acting on information contained herein. The content, accuracy and opinions expressed herein are not 
verified or endorsed by the sponsor hereof.

Page 3 of 3Mortgage Matters

11/30/2009


