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FHA Loans. The most popular commitment rate for 30-year
Section 2O3 loans was 9.50 percent ( reported as the dominant rate
by 52 percent of the companies). Points on the 9.50 pereent rate
ranged from 2.00 to 2.50, with an alrerage of 2.32. The effective
rate this week vras 9.84 pereent, down from 9.93 pereent the last
survey. The second most popular guote vras a 10.00 percent rate,
with an average of .35 points.

Conventlonal 30-Year toans. Conventional mortgage Loan quotes
ranged from a contract rate of 9.50 percent (nIus 2.15 points) to
10.50 percent (with no points). The averagre effective rate was
10.14, or 30 basis points higher than the average FHA rate.

Secondary l{ortgage I,{arket. Secondary market transactions 1n
FHA/VA loans amounted to S307 milLion, compared to $241 nillion in
the prJ-or survey. The largest volume of commitments was for 30-
year 9.50 percent loans at an average price of 597.i7, or 2.63
points discount.

Supply of Funds. Average time to exhaust the supply of
outstanding conmitments for FEA,/VA loans rose to over seven weeks.

Demand for Funds. Demand for FHA,/VA loans increased. Thirtv-
one percent reported an increase in the volurne of E HA loan
apptications (compared to 20 percent in that category the last
survey). Fifty percent of the companies had an unchanged volume
of rHA/vA applications, while 19 percent reported a lower volume.
Demand for conventional fixed-rate loan showed 30 percent reoorting
a higher volume, while 4A percent reported a stationary and 22
percent a weaker volume.
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FHA Loans. The most popular commitment rate for 30-year
Section 203 loans was 9.50 percent (reported as the 6orninant rate
lry 58 percent of the companies). Points on the 9.50 percent rate
ranged from 2.25 to 3.25, with an average of 2.89. The effective
rate this week rdas 9.93 pereent, down from 9.98 percent the last
survey. The second most popurar quote was a 10.00 percent rate,
with an average of .88 points.

Conventional 30-Year Loans. Conventional- mortgage loan quotes
ranged from a contract rate of 9.75 percent (plus 2.25 points) to
10.50 percent (with no points). The average effective rate rras
10.24, or 31 basis points higher than the averase FHA rate.

Seeondary Mortgage Market. Secondary rnarket transactions in
F'I{A/VA loans amounted Er> 5241 million, compared to $275 nillion in
the prior survev. The Iargest volume of commitments rlras for 3O-
year 9.50.percent loans at an average price of S9G.96, or 3.q4
points discount.

Suppl:/ of Funrls. Averaqe time to exhaust the supplv of-
outstandingr commj-tments f or tHA/vA Ioans f el-1 to under seven weeks.

Demand for Funds. Demand for FHAIVA loans edged uD. Twenty
percent reported an increase in the volume of FHA Ioan applications
(compared to 11 percent in that category the last survey). Fifty-
six percent of the com-panies had an unchanged volurne of FHAlvA
applications, whi le 24 -percent reported a lower volume. Demand f or
conventional fixed-rate loan showed. 19 percent reporting a hiqher
volume, while 54 percent reported a stationary and 27 percent a
weaker volume.
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FHA Loans. The most popular commitnent rate for 30-year
Section 203 loans \ras 9.50 percent ( report.ed as the dominant rate
by 58 percent of the companies). Points on the 9.50 percent rate
ranged from 2.25 to 3.25, with an average of 2.88. The effective
rate this week rdas 9.93 pereent, d.own f rorn 9.98 pereent the last
survey. The second most popular quote was a 10.00 percent rate,
with an average of .88 points.

Conventional 30-Year Loans. Conventional mortgage loan quot.es
ranged from a contract rate of 9.75 percent (plus 2.25 points) to
10.50 percent (wittt no points). The average effective rate vras
10.24, or 31 basis points higher than the averase FHA rate.

secondary Mortgage Market. secondary narket transactions in
FHA/VA loans amounted to $241 miI lion, compared to $275 nillion in
the prior survev. The largest volume of commitments was for 30-
year 9.50.percent loans at an averaqe price of S96.9Gr or 3.O4
points discount.

SuppIy of Funds. Averaqe time to exhaust the supplv of
outstanding commitments for FHA,/VA Ioans fe11 to under seven weeks.

Demand for Funds. Demand for FHA/VA loans edged u9. Twenty
percent reported an inerease in the volume of FHA loan applications
(compared to 11 percent in that category the last survey). Fifty-
six percent of the com-panies had an unchanged volurne of FHA/VA
applications, whi1-e 24 -percent reported a Iower volume. Demand for
conventional fixed-rate loan showed 19 percent reporting a hiqher
volume, while 54 percent reported a stationary and 27 percent a
weaker volume.
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I,IONITORING MORTGAGE INTEREST RATES
WEEK ENDING FRIDAY, AUGUST 25, 1989

FHA Loana. The most popular conrnitnent rate for 30-year Sectton 2O3
Ioans \ras 9.50 percent ( reported aE the dominant ra t,e by 52 percent of the
companies). Points on the 9.50 percent rate ranged from 2.50 to 3.75, with
an av.erage of 3.21. The effective rate thLs week was 9.98 percent, down from
9.99 percent the last survey. The second most Dopular guote, wittr a ma-jority
of the companies, was a 10.00 percent rate, with an average of 1.14 points.

Conventional 30-Year Loans. Conventional mortgage loan
from a contract rate of 9.50 percent (plus 4.75 potnts) to
(with no points). The average effeetlve rate was 10.33t ot 35
higher than the average f'HA rate.

Seconda ry Mortgaqe Market. Secondary market, t.ransactions in EHA/VA
loans amounted to S275 million, compared to 5262 mi11lon in the prior survey.
The largest volume of comnritments'was for 30-year 9.50 percent loans at- an
average price of $96.70, or 3.30 points discount.

Supply of Funds. Average tirne to exhaust the supply cf outstanding
comnitments for FHA,/VA loans increased to eight weeks.

Demand for Funds. Demand for FHA/VA loans increased. EIeven percent
reported an increase in the volume of PHA loan applLcations (compared to 7

percent in that category the last survey). Fifty-two percent of the com-
panies had an unchanged volunne of FHA,/VA applications, while 37 percent
reported a lower volume. Demand for conventional fixed-rate loan also showed
1 1 percent reporting a higher volume, whlle 50 percent reported a statlonary
and 39 percent a weaker volume.

quotes -anged
1 0 .63 percent
basis points
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iTONITORING II{ORTGAGE INTEREST RATES
I{EEK ENDI}IG FRIDAY, AT'GUST 1 8 , 1 98 9

FHA Troins. The mosE popular connitment rate for 30-year
Section 203 loans was 9.50 percent (reported as +-he dominant rate
by 52 percent of the comnanies). Points on the 9.50 percent raf-e
ranged f ronn 2.50 to 3.75, with an average of 3.29. The ef f ecbirze
rate this lreek tras 9.99 percent, up f rorn 9,79 percent t-he last
Eiur\re'f . The seeond mos E pooular quot,e, with a naiorit-y of the
cornoanies, tras a 1O.00 percent rate, with an a\rerage of 1.32
ooints.

Conventional 30-Yeiar LoEos. Conventional yrrort gage loan quoEes
ranqetl f rora a contract '!?at,e of 9.50 percent ( rrlrrs 4. o0 points ) F-r>

ir).63 nereent (with no points). The averaqe ef fective rate rras
10.jc, et 36 basts points hiqher than the a\rerage FHA rate.

Secondar! {estg"n" ,arket. Secondary market transactions in
FHA,/VA loans amounted to $262 million, conpared to $244 millioq in
the prior s'.rrvev. The largest volurre of eornmitments was f or 30-
year 9.50 percetrt loans at an average price of S96.93, or j.07
points diseortnt-.

Supply of !'und s . Average tirne to exhaust the surrply oF
for FHA/VA loans deereased to near sevenouts tan<1 ing co'-trn itnen E.s

weeks.

Demand for Funds. Denand for FHA/VA loans fe11 sjltarn1.r,.
Seven pereent reoorteC. an inerease in the volume of FHA Loan
applieations ( compare<l to 58 Dercent in that category the last-
sut ve)y). Thirty-one persent qf the eonpanies had an unchangecl
volu.rne of EHA/VA applications, while 62 percent reported a lower
volume. Denand f or conventional f ixed-rate loan riras silttilar.
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MONITORING Ii!'JRTCAGE INTT:REST ITATES
WEEK ENDING FFIDAY, AUGUST 11, 1989

FHA Loans. The most popular comm.it-nent rat,: for 30-year
Section 203 loans was 9. 50 percent ( reported as t"he domi nant rat":
by 96 percent cf the companies ) . Po-ints on tire 9.50 perc.-:rnt rate
range<1 f rom 1 .50 to 2.88, with air a\rerage of 1 .99 The r:f f ective
r ate this week wa!:i 9.79 percent, up f rom I .76 percent the last
survey. The second most popular quote, with 83 percent of the
compan.ies, was a 10.00 percent rate, with an ari(lralle of .15 points.

Conventional 30-Year Loans. Conventional mortgage loan quotes
ranged from a contracL rate of 9.50 percent (with 2.00 points) to
10.38 percent (w j-th no points). The averaqe ef f ective rat-e $r.is
10.o5, or 26 basj.s poiilts ljrlher than the a\',3rage InHA rat€i.

Secondary Mortgage I'larket. Seco;rd.ary market transactions in
FFA,/VA loans amounE.ed to 5244:ai. 11ion, compared io S285 million in
the prior survey. The largest volume of commitments was for 30-
year 9.50 percent Ioans at an a-rerage price of $97 .71 , or 2.29
points discount.

Supply of Frrnds. Average ti..-ne to erhaust the sup.'r1y of
outstanding commitments f or: I1'HA/VA ar-rj.?.DS rose to near eiqht weeks.

Demand f or Funds. Demen.1 f or FHA/VA loans remainecl f airly
strong. Fifty-eight percent reported an increase in the volume of
FHI. loan applications (compared to 56 percent in that category the
last survey). Twent]r-one percent of the com;ranies had an unchanged
volune of FriA,/vA :,pplieations. Demand for conventional fixed-rate
loan was simil-ar.
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FIIA Loans. the rost pprlar qmitrrent rate for 3(Fyear Section 203
ms 9.50 lnrcent (retrnrted as the dcrninani. rate \z 81 ;nrcent of the

oryanies). Points an the 9.50 lnrcent rate rarrged fror .13 to 2.50, with an
average of 1.79. The effective rate this tleek was 9,75 [Ercent, up frcr 9.70
lErcent tire last survey. Tfp seqrt rcst pgular qpcte, with 70 trErcen..- of
the ocr,panies, ms a 10.00 lercent rate,. wittr an averqe of .03 pints.

Cqrventiqral 3(FYear lparis. Corrverlional tmrtgage loan quotes ranged
frcm (with 2.([ lninEs) to 10.25 [Ercent (with
rn trnints). The ilrerage effective rate was 10.0: trErcent,, or 26 basis points
higher t}tan the averqp FB rate.

Dbr I'larket. Seondary narket transactions ir, 611tr{iA loans
to 266 oorpared to $14I millior: in the prior swvey. The

largest nolrlre of ormitsrcnts ms for 3O-year 9.5C trnrcent loans at an rverage
prie of $98.28, or 1.72 pinLs disount.

Stmly of nrdq. Average time to etdraust the sugily of ortstanding
qrrritnents for Eqn/A loans fe}l to seven reks.

oemand for Furds. oemard for FHAAIA loans ber;ane sonrewtrat stronger.
rorty@ted an irrrease in the volr.ure of FrB laan
aSplicatians (ccnpared to 37 gnrcent in'that category tlre last survey).
Thirty-six percent of the coq>anies hd an urcharged volume of EIn\nfA
atrplications. oemand for onventional fixed rate l-oans v,as similar.

The foregoing surmary is based on a U. S. Delnrtrent of Housing ard Urban
Developrent poIL of 30 of the largest nortg4e tarrking firms srducted sr
July 2I, 1989.



U.S. Department of Housing and Urban Development
Office of Public Atfairs

Washington, D.C.20410

News Release

Ht,D - tlo. 89-93
John N. Oickie (2021 75y7270
Robert E. Nip 12021 755-5980

FOR REJ]EA.SE:

JuIy 7, 1989
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EtlA Loans. The nost popttlar qmitnent rate for 30-year Section 203
foanslFF. OO gnrcent (reported as the dcminant rate by 89 trnrcent of the
onpanies). Points qr the 10.00 [Ercent rate rarged frcnr zero to.50, with an
average of .07. The effective rate this week was 10.01 percent, dorn frcm
10.08 trnrcent the last survey. The seaond nost poprlar quote, with 81 Snrcentof the onpanies, was a 9.50 trnrcent rate, with an average of 1.85 points.

Conventional 30-Year Loans. Conventional nortgage loan quotes ranged
fron cent (with 2.00 pointi) to 10.-50 ;nrcent (with
rn trnints). The Everage effective rate was 10.09 trnrcent, or 8 basis points
higher than the average FIIA rate.

Secondary llcrtgage Market. Secondary market transactions in FIIAy'IA loans
anpunted to $152 millian, oonpared to $I83 million in ttre prior survey. The
largest rrolune of omiftrents was for 3O-year 10.00 percent loans at an
average price of $99.80, or .20 points discount.

of funds. Average time to extraust the srrpply of outstanding
Ioans decline to under eight roeeks.or

Demard for Funds. Demand for ffe,An loans strengthened ooryared to the
previ@six trnrcent reported a higher rrol.r-une of FIfl loan
atrplicatiors (onpared to 44 trnrcent in that category ttre last survey).
Thirty-seven percent of the conpanies had a stable rrolwe of ErIAn/A
applications. Demand for onventional fixed rate loans was similar.

The foregoing surmary is based on a IJ. S. Departrent of Housing ard Urban
Develotrnrent poIL of 30 of the largest nortgage banking firns onducted on
JuIy 7, 1989.
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Mcritoring Mortg4e Interest Rates,
E'riday, JuIy 7, 1989

I. Overvia

Etqlloy{rEnt data released today (e.9., irtrrease in the urqloymnt
rate to 5.3 ;nrcent in Jtrne ard gain in nqr-farm trnyroll of 1801000)
Hsss @nsistent with recent ecorunic irdicators stsing a oling off in
tle ecolurry. Virtually aII the respondents in today's survey are
onvirced that the Fed has begun arrcther rourd of credit easirg, with
the key Federal furds rate drogpirg frcm AE 9-V2 lo 9-L/4 Snrcent
range. Yields qr stprter-term Treasuries harre receded sufficiently to
restore a positive yield cutveT ard So.r$trcst Bank in St. Lcuis,
tr{issouri has taken the lead with a prire rate cut, an rction rtrich other
banks are expected to fol-lo. Secondary nrarket prices for 10.00 percent
EIIAA/A loans have ircreased o\rer a haU point the past trc days so that
these loans are sellirg at a premium ttrrorgh October &Iivery. Ibday,
firm lek-in disount qntes for 6(F to 90-day clcirgs cn 9.50 percent
rm|rA loans aver4ed L.85 points, ledirg to very strorg specr.rlaticr
that TtE DepartsIEnt of Veterans Affairs tutld sn lorer the t/A ceilirg
rate. lbst of tle ledirg rortgage bankers anticipate further decreases
in interest rates, with tJre yield cn lcng-term Treasuries falling to 7

Snrcent, or lmrr o\r€E tle rpxt several ltotltJts. Hcrrener, scrrE think
the bqrdrzrprtgqe nnrket hag gotten ahead of itself arrl future intcrest
rate declires wiIL m grdtnJ-lY.

Scrte representative ourents:

T{eIL, pries are brk tql to where they rere in midrJr.re, but the
levels did rpt, InId up th€n. This tim it l@ks like rrc may get a
breakthrorgh, brt it hasnrt hatfErd I'et. [tre Treasury lcng bcnd is
still orrer 8 gnrcent, ard tc haven't gore mrch abore $98 qr the futures
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oontracts. smetimes it takes a wtrile for things to happen. Further
interest rate declines might hapen gradually, or brild-up like a
snovrball then really go down hill. The anrploynent/u:remploynent data
released today represent nrcre confirmation that the eocrrcmy is leveling
out and inflationary pressures are diminishing. Car sales rrere really
off - about 20 trnrcent, ard the dollar is travirry less influence on the
brd markets. I e:<pect that interest rates will go doun further - but I
donrt krrcnr hov fast. Apparentry, the Fed has begun to ease as the
Federal furds rate has been in the 9-L/4 trnrcent range for trc
consecutive days ard the yield curve ttris week began to have a positive
slope. Every maturity for Treasury securities is belov 8 percent, until
you reach 7-year paper. fhis is good as it makes CIID ard REMIC
structures 5resible."

"Obvious1y, the Fed is targetirg the Federal furds rate at 9-t/q
percent, dcr*n frcrn 9-L/2 Snrcent. Econcrnists have predicted that long
bond rates will qne down lo 7 - 7-L/2 tr=rcent ard the market seems to
have accepted that forecast for the longer run. It qrculd be nicre if it
ha;pens, but I have to make my decisions on rrtrat I see today, and the 8
percent Treasury bond rate is toldirg pretty firm. Refinarcing
prostrEcts have been rirgirg the phone at our brarrh offices, but have
rpt qre in the door yet. ft seerrs that they need to read ard hear
abcut the rnarket for arhile, before makirg up their mirds."

\{ould yor belierre that soe people are tlinkirg nonr that the
Treasury lang band may faIL to 5 or 6-L/2 trnrcent by the erd of the
year. Since it hasn't broken 8.00 trnrcent yet, this is wishful
thinking. But, yor canrt help reflectirg what implications such rates
hould harre for refinarcirgs. It would make it possible for those having
existing rortgage rates orer 10 [Ercent, trnrhaps 9-L/2 trnrcent, to
refinane - ard there are a wtple h"rnch of such loans out there."

'T{ith ttre r:psurge in prices the past tro days, he are quoting I0
percent FIflA/A loans at rp points arfr 9-L/2 trnrcent loans at tr.,o

trnints. If these disoor.rnts hold up, vfiich I am 90 [Ercent positive they
will, then we stnrld see a VA rate change as early as next week. We

ould even get ane today. I have seen rate changes rtrhen current ot4lon
GNItAs were rpt even this strong."

"Alplicatiqs are up abcttt 15 to 20 trnrcent frcrn last npnth.
Refinarcirgs have risen a1$, but do rot represent mcre than I0 [Ercent
of our rew applicatiqrs. It takes tfune for refinarrcirgs to hrild up a
head of steam. Ilooever, there is a market for them, ard particularly
for ARDlS with initial teaser rates ard AnMs goirg on their second or
t}ird djustmenLs."
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"We lorre the nrarket rpw! And if the yield curve gets even better
than it is ncn, rterll see even more brsiness. It looks like a great
surrrrer. Orr refinarces have jrmped trp frcrn 5 to I0 trnrcent of our
brsiness rrolrrme. Ard, if the market keeps rising as it has, roe'Il open
our 9 Snrcent onventional wirdcm again!"

"Everythirg seems to be crcmirg into place. Our Wall Street guru
tells us that next *eek's numbers ircIudirg ttre Producer Price Index
wiIL be urcharged. Otl one hard, we shonld be thankful that the rnarket
has been fairly orderly with gradual changes. I think it will keep
nikblirg at the 8 percent bord rate until it fa1ls. That's better than
a big dramatic change, uihich in turn will produce a major orrection."

nThe wtple rrcek was fcalsed on the June unemplcrynent ntrmber vfiich
cane qrt this nornirg at 5.3 trnrcent. It was good for ttre market, as
was the rspfarm payroll ntunber sturing an irrcrease of anly 180
thousand. So ncxr ws are gettirg close to a situation rrrhere the Fed Open
Market Ccnmittee might decrease rates. The Fd furds rate drotrped fron
the 9-L/2 trnrcent range yesterday to the 9-L/4 lnrcent range this
norning - then the F.ed stemed in wittt matched sales. fn anlr case, the
market is anticipating an easing situation. I sustrnct, hcroever, that
ttn vA will be in close touch with the Fed before the \IA drcps its rate
frcm 10 trnrcent. The VA ould drop its rate this afterrmn because we

are definitely in rate change territory even though we havenrt been
there rrery lory. I trnrsonaUy rculd be npre ocmfortable to see them
wait a week or so before makirg the change."

"The market is going cra6J today, with figures jr-urping ard dropirq
erratically. People are p:lling ort of deals because they think
nortgage rates will fall even further, and the guy dcnn the street may
give them a better break."

II. Firdirrys

A. Primary l,Etgrye llarlet

1) m 30 year Iaans

Eighty-nirp [Erc€nt of ttre oonpanies retrnrted that 10.00 percent
wa.s the rcst pprlar qrmitment rate for EIiA 3O-year lerrel PayIIEnt loans
in the prfunary market. The range of points quoted for the 10.00 loans
was zero to 0:50. The average was 0.07 points. The average effective
rate this heek cas 10.01 [Ercent, dorrn 7 basis points frcrn ttre previous
survey.

Eighty-ore trnrcent of ttre ongnnies reSnrted an 9.50 percent
Onnitment rate as their secord rost lnprlar nortgage rate. Points on
ttrese 9.50 trnrcent rortgages ranged frcrn zero lo 2.50, with an average
effective rate of 9.77 trnrcent, down 11 basis trnints frcm the last
survey.



4

2l FHA 15 year Loans

Seventy-seven [Ercent of the conpanies retrnrted a qrmitment rate
of 9.50 percent as the nost pgrlar rate for Ftfi' level palnent lS-year
loans. The range of trrcints Ercted for these loans was zero to 1.00.
The average was 0.25 points.

3) FIIA @tt{ Loans

Nirety-trto trnrcent of ttre oqnnies makirg qrrctes for FIiA Section
245 GP!{ loan qmitments reported 10.25 trnrcent as the dcminate rate for
such loans. The range of disoounts was zero to 1.75 trnints, with an
average of 0.43 points. The average effective rate this crcek was 10.32
trnrcent, do^m 7 basis points frcrn the last survey.

4) Fm AFD{S

The Snrcentage of corpanies offerirg FtlA AR!,ts this rcek vras 55
percent, ccnpared to 55 trnrcent the prorio,rs survey. Qrctes this week
ranged frcm 8.50 peroant plus 2.38 points to 9.53 trnrcent plus 1.00
trnint. Of ttrose offerirg ABltls, 44 trnrcent qrcted 9.50 lnrcent as their
nost trqrrlar ARM nortgages ard another 38 percent quoted 9.00 percent
nortgages.

5) \rA I4enq

The average Snints in the primary market for qmitments on \A
guaranteed loans, subject to the 10.00 percent maxirnum rate, was 0.09
points. Orotes this rreek ranged frcrn zero to 0.50 points. The
effectirze rate on ccmnitments to close loans at the a&ninistered ceiling
rate arreraged 10.01 percent, do$rn 8 basis trnints frcrn the previoub
survey.

5) Conventional 30 lear !4qnq

The range of ontract interest rates quoted on 80 trnrcent loan-to-
yalue conventional nortgryes wasi 9.50 percent (plus 2.00 points) to
10.50 trnrcent (and zero pints). The average effective rate was 10.09
percent, do$n 12 basis lnints frcrn the last relnrt.

7l @rrenLlqpal 15:pq I4C!q

The range of ontract interest rates qrcted m 80 lnrcent loan-to-
value ratio ls-year onventional loan ccrnnitnents was 9.25 trnrcent (plus
2.00 gnints) to 10.25 Snrcent (artd 0 points). lfhe average effective
rate was 9.93 percent, dcnn 8 basis points frcrn the last survey.
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8) Conventional AFMs

Eighty-six trnrcent of the onSnnies r,lere offering onventional
ABIls, oupared to 83 percent the prorious survey. Interest rates rarged
betroeen 7.88 lnrcent (plus 2.00 points) and 10.75 percent (plus zero
point). One year ABM loans roere the predcr,rinant AFMs offered by the
rortgage orpanies.

B. Secrlary Irbrtq4e lrlarket

A total of $151.6 million in FI{AAA f ixed payrrcnt loan ormitnents
was acquird ry 2I conpanies, ccnqnred to $182.5 millior purchased W 20
onpanies frcrn ttre last survey. AII of the FI{AA|A cqrnitsrcnts
negotiated were acquired in the G{!A market. Ccnmitments obtained ttris
week encranpassed the follcnirg rcrtgage rates for 30-year loans: 9.00,
9.50, 10.00, I0.50, ard 11.00 trnrcent.

The largest voh.ue of 30 lear level palnent ccnmitments ms for
10.00 trnrcent loans (45 percent of the total). For ttte 10.00 trnrcent
loans, pries ranged frcm $99.41 to $100.00. The average ms $99.80
drich results in a 10.03 trnrcent yield. Major 30-year lerrel payrent
+.ransactions heres

Contract
Interest

Rate

9.50
r0.00
10.50

Voh-ne
(milffins)

Percent of
Total

Transactions
Average
Price

40
58
34

$ 5
5
0

27
45
22

$97.72
99.80

r01.60

Ccnmitments of $3.7 millio roere obtained for l5-year loans in the Gt0{A
market.

2) FHA GEI,T IfiNS

No GPM loans rrere pld this week.

3) FtA ABM I.OANS

$.5 million in Fm AFM loans rtere sold ttris week.

4l Conventional LoarLs

Ttenty-ane corpanies obtained a total of $433.4 million in ccnmitsrents
for fixed-rate onventional loans tttis week. Of these cqmitrents, $110.9
millior care frcrn FNlrA, ard $72.5 million frcrn the Federal HcrE Loan lbrtgage
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Corlnration, arrl $250.0 million fron private issue securities. The
ornitments uncler disctrssion irclude both 15- ard 30-year fixed products. The
average yield an 30-year loans was 10.24 trnrcent. $17.0 million in ncn-
cutfornirg ABM loans were sold by the resSnndents ttris week.

e. Trerds in ttB Srlply ani ltsoad for Rrrls

1) Ccnmitment Coverage

a) The average tfute it rculd take to exhaust ttre srrply of outstanting
qrmitments for trn^/A loans at the current rate of production slipped to
under eight rreks (I.92 rpnths).

b) A11 of tle onpanies irdicated an adequate srrply of conventional
furds for level-payruent nortgages, given current dernard. Ccnmitnrants rorld
@ver loan production for alrpst eight rreeks (1.90 ronths).

c) An adequate supply of conventional AFt{ Ioan funds was affirned by 100
trnrcent of tlre onpanies. The average ormitsnent oorrerage feIl to betrleen
seven ard eight rueeks (1.85 ncnttrs).

2l Secordary Market Conditions

Niretfthree [Erc€nt of the oarpanies retrnrted a losening sr:g>ly of
FIfl tA funls, ocnpared to cnly 51 ;nrcent reporting a such cordition in the
last survey. This rcekr 7 [nrcent retrnrted a stationary sr4ply, and nc
ompany trlercent rpted a tightening supply of funds for EIflA/A loans. The
trerd in the sr4p1y of onventional loans was the sarrE.

3) Atrplicatidr VoItlIE

Stronger loan demard for 30-year fixed rate FHAy'A, loans was retrDrted by
56 percent of the restrnrrlentsr r4l frcrn 44 1=rcent havirg the sare situation
the previous survey. Serren gnrcent regnrted that the loan dernand was do.rn,
wtrile 37 percent had a stationary application volume this *eek. For FIiA 15-
lear loans, atrplications t€re rry for 50 trnrcent, while 42 trnrcent relnrted a
stable rrolrtrrE. For FIB AM loan alplications, 30 Snrcent of the ccnpanies
retrnrted a greater voh.ure, rrrhile arpther 50 Snrcent retrnrted rn change in the
rroh-une frcrn ttre last survey. Fifty ;nrcent of the cunpanies had an ircrease
in applicatim rrohme for onventional fixed rate loans frcrn last waek, rr'hiIe
28 trnrcent rpted a larger 'rclume of AFt{ loans tttis week.

4l Tlpes of loans in Pipeline

The current production procluct mix varied fron ootpanlt to oqnny. A
distrih-rtiqr of loan applications currently being processed by the restrnnclents
is presented beIcn.
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Percent Oistributionffi
r@

I00t

Prior Survev
"Averaget'

r00tTotal

EIIAy'A vs.
Conventional

FHA^/A

rmA/A
EIAAA

30 year E'ixed Rate Loans
15 year Fixed Rate Loans

5I
49

73t
9

I8
r00

46
54

92t
5
2

r00

78t
9

13
100

70-100
v20
0-r0

20-r00
0-20
(F80

92*
7
I

r00
rTIivAI&{s
Subtotal

Cmventional

Cqrventional 30 year F ixed Rate Loans
Conventional 15 year Fixed Rate Loans
Cqrventional AF[.ls
Sub rotal

The foregoing sr.unnary is based on a poIl of 30 of the largest
mortgage banking firns ondrrcted on July 7, 1989.

Attachnents

r8s
15-100



John Godnan
Keith Pedigo
Jim Sharera
Peggy Yourg
Rictrard Pickering
Jim Bolard
Gerard Keffer
Charles Hansan
William J. Maroni
M. Schussheim
Barbara Miles
Angelo A. Vigna
Nina Shepherd
Edruard Goldirg
Thomas Sfunpmn
David Lurd
D. Iaufenberg
Ned Newlard
Sylvia Lrrcas
David Pinsan
Stetrhen Lurpkin
L. Rubin.
l,lichael l{olley
Laura Gorman

BEE A OTLY

Kathy CoreII
Paul Van Valkenburg
Jerry Weingarten
E!S{A
lbrtgage Bankers Assoc iation
Mortgage Comentary
ltbrtgage l{arket Insight
Inside Mortgage Finarrce
Sotrttrmar k ltlcrtgage @rp.

Federal Reserve
Veterans A&ninistratiqr
Treasury
Ctr{B

FHLBts
FTItEts
Census Bureau
CtrlB

OId Executive Office Buildirg
Congressional Research Of f ice
Congressional t{esearch Of f ice
Federal HcnE Loan Bank of Nenr York
@ngressional Budget Off ice
FHtB
F'ederal Reserve
Department of Ccnrerce
Elederal Reserrre
Joint Ccrmittee on Taxation
Federal Reserve, Stop 89
Courcil of State Hsg. Agercies
Federal Reserve
Federal Reserve
Ebderal kserrre
!{ortgage Bankers Ass@iatiql

CM (release and Table A only)
Dre:re1 Burnf nr

Nen York Guardian ltbrtgage @.

Katie lbjciectspki (Release arrl TabLe
A mly)



Uoney, Banking, and Credit

The Federal Reserve Open Dlarket Comnittee finished its meeting
this week, and signs of easing interest rates are abundant. While
characterized by 3, 5, and 6 day matched saIes, on Monday,
Wednesday, and E'riday, the respective stop rates of 9 1/21, 9
7/16N, and 9'l/4t confirm the trend of gradual easing that was
started by last Thursdayrs overnight systen repo at 9 5/8?-. This
easing trend has already been picked up by at least one bank, SW
of Missouri, which has reduced its prime rate from 11t to 10 1/2q ,
and. the scent of a discount rate change can just about be caught.

Reference to the nunbers themselves night suggest that it is
far too early for a discount rate reduction. After all the 350
basls point increase in the federal funds rate that the fed
engineered over the past year, has only been matched by a 100
basis point increase in the discount rate. The gap between a
federal funds rate of say 9 3/gt and a discount rate of 7.00t is
considerably larger than the 150 to 175 basis point gap that has
been the hietorical norm between these two rates.

The unusually large gap between the federal funds rate and the
discount rate resulted from the recognition that the macro-economic
effects of discount rate changes, particularly in tightening noves,
are largely psychological, and fron a desire not to worsen an
already desperate situatLon for many snaII banks. A steady po1lcy
of tightening the federal funds rate causes other interest rates
to move upward, and econonic activity sloss. Such a policy will
create a credible anti-inflatlon posture, and the added short run
boost to this posture that could have been gained from a discount
rate hike would probably not have been worth the additional risk
to banks' solvency that would have been ind,uced such an increase.

In an environment in which concern has, with almost startling
rapidity, shifted from inflationery pressure to the possibllity of
a recession the psyehological aspect of a change in the discount
rate becones more important and the posibillty of discount rate
reduction in the near future is 1ikely. This is becaUse the
changes ln loan denand are not synnetric with respect to changes
in interest rates. While many plans may be cancelled as too
expeneive aB a result of an increase in interest rates, a similar
decline will not necessarily lead to a belief that now is a good
time to borrow.

Fears of a recession, and the associated Iack of sales and
incoue, can create an uncongenial environment for borrowlng and
investing, regardless of the interest rate. In such an
environnent, reductlons in the discount rate aerve as a visible
signal that measures are being taken to avert a recession. In this
case the extra psychologlcal boost is important, for the change in
rates themselves night not be enough. Besides, the snall banks
still have a lot of problems, and a reduction in the discount rate
would make their lives easier sti11.

ITPBP: LASKY:mdI 7 /7 /Ag 715-7270 ( Credit)



l{ortgage Company teekly Opinion Poll of tlortgage tlarket Conditions

lleek
Ending
7 /7 /ae

Nunber of Conpaniea in Survey
A. Prinary Market

1. FHA 203 Loana
a) contract rate t
b) range of diBcount pointg
c) average points
d) effective rate or yteld (t)

10.00
0-. 50

.o7
10.01

r0.25
0- 1 .75

.43
10. 32

t0.00
0-0.50

.09
10.01

9.50-10.50
10.09

10.00
99.41-100.00

99.80
99.80
r 0.03

$ 152

week
Ending

6/30/89

10.00
0- 1 .00

.52
10.08

10.25
0-2 .00

.89
10.39

10.00
0-2.r3

.59
10.09

9.75-10.50
10.21

10.00
98.69-99.69

99.32
99.32
10.10

s 183

9.93-1 1.34
10.27

s 200

s21
Private source

lleek
Endlng

6/23/s9

10.00
.25-1.88

1.la
10. 18

10.25
0-3.75

1.62
10.50

10.00
.2s-1.88

1 .20
10.18

9.88-10.50
10.33

10.00
98 .25-99.06

9a.72
9a.'12
10. 19

s24 1

9.90-10.77
10.29
s242

Table A

lleek
Ending

6 / t6/e9

10.00
.25-2 . s0

1.31
10.20

r0.25
0-3 .00

1.65
10.50

9.53-! 0.75
10.32

10.00
98.55-rOO.O0

99.24
99.24
10.11

s207

9.74-11.00
to.25
s337

week
Ending
6/e/a9

10.00
0-1.00

.45
10.07

10.25
0-r.75

.42
10.37

10 .00
0-t.00

.42
10.06

9.53-10.38
10.19

10.00
98. 75-99 . 75

99.24
99.24
l0.tl
sr42

9.75-1 1.00
10. 31

s 156

9. 75- I 0. 75
10.43

10.75
0-2.38

.91
10.89

r0.00-10.88
10.63

week
Endlng
6/2/a9

10.50
o-.25

.03
r0.5r

10.75
0-2.38

.31
10.80

10.50
0-'t. t3

.05
t 0.51

week
Ending
5/26/A9

10.50
0- I .00

.51
10.58

2. FHA GPU loAns
a) contract rate t
b) range of polnta
c) average pointg
d) effective ratse or ylelcl (t)

3. VA loans
a) contract rete t
b) range of polnt8
c) average polnta
d) effectlve rate or yleldl (t)

4. Conventlonal 80t loans, 30 yra
a) range of lntereat rates
b) average effectlve rate

B. Secondary Market. - terilr8 on cmit-
EentB recelved for 2-{ nonth deliveriee

1. FHA Section 203 loana
a) contract rate
b range of prlceg

average cNlrA price

10.00
.25-2.25

1.31
10.20

10.50
0- t .00

.49
10.58

c
d
e
f

average cdlrosite prlce
average yleld
nes coluitoents (nill,ion8)

10.50 10.50
98. 75-100. 19 99.50-100.00

99.51 99.71
99.61 99.7 r
10.56 10.54
s253 Sl39

GNMA GNI,IA

10.38-t0.92
't 0.51

s 124

r0.r9-11.17
10.58
s 208

g rcst iDportant buyers
I ) GNIIA
2l
3)

2. Conventional Loana (fixed rate nortgage)
a) range of ylelde 9.85-10.94
b) avirage yleld 10.24
c) new coonit8ents (nillions) S433
d) rc8t important buyera

1 ) Private securitieg
2I FNMA

3. conventional Loans (ARl,la)

a) new coonitnents (nlllions) S17
b) rnost i-nportant buyers Private Source

F'NMA

FHIJ,TC

FHI,,I{C

FNIiA
FHLIIC

FN!tA
FNMA

FHLilC

":T ":y ":y "::^

FNMA

FHI,!'C
FHLI{C
PN}IA

S32
Private source

r Less than 5500,000

None None Non'e None



c Adequacy of Funds (percent
of flrns reporting adequate
supply of funds in relationshLp
to current demand)
1. FHA Section 203

a) aileguacy percentage
b) corrnltment coverage (!Da)

2. conventlonal
a) adequacy percent
b) conrnitment coverage (!xrs)

D Trend in Supply of ltortgage
Funds Coarpared to Lagt Week
(t distribution)

l. Fl{A Section 203
a) Tightening
b) Stationary
c) Loosening

2. PHA GPH LoAns
a) Tightening
b) Stationary
c) Loosenlng

conventlonal Loans
a) Tightening
b) Station.ry
c) Loosening

E. Trends ln Detnand for Funds
CoGlpared to lnst $eek
( percent distribution )

l. FHA SecClon 203
a) weaker/louer applications
b) stationary,/about same as Last rk
c) stronger,/hlgher volunre of appl.

2. Conventlonal Loans (Fixed Rate)
a) weaker/lower applications
b) statsionary/abt. sane as last uk
c) shronger/higher volune of appl.

Conventional Loans (An{s)
a) weaker/lover application
b) statlonary/abt. same as last Yk
c) stronger,/higher volunre of appl.
d) no applications

Tab1e A (continued)

tleek
Endlng
7 /7 /A9

1 00t
1.92

,00r

0r
7

93

93

7t
37
56

34r
63

3

{t
35
6'l

34r
63

3

4t
35
6t

ot
It
89

4rs
35
24

0t
11

89

41$
t5
24

0i
tt
89

43r
33
24

week
Ending

6 /30 /A9

t 00r
2.06

I 00x
2.Ot

4t
35
61

week
Ending

6/23/A9

1 00t
1 .96

I 00r

29r
67

.t

week
Endlng

6/ 1 6/A9

1 00r
1 .98

I 00i
r .95

7T
27
66

neek
Endlng
6/e/s9

1 00t
1.94

week
Ending
6/2/A9

I 001
1.92

't 00t
'I .90

week
Endi n9
5/26/Ae

I 001
I .98

t 00t
t .989490

100i
2.0 r

0t
7

93

0x

90r
7

3

901
7

3

90r
7

3

0$
4

95

0r
4

96

0t
3

97
7

l5r
41
44

29r
21
50

4i
29
67

llt
t5
54

111
l6
5l

15r
41

44

l4r
t4
52

2tr
ll
48

tac
39
43

t22

72
46

24\
24
52

ttt
33

56

11$
l5
46

7

3

t14

34
4A

4

14r
54
2A

4

l8t
41
37

4

17r
31
48

4

7s
30
56

7

27r
30
77

6
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FOR RE[,EA.SE:
June 30, 1989

IIO{ITORING I,DRIGAGE INIEREST RAIES
WEEK ENDI}.IG F:R[MY, JI'NE 30, 1989

FTIA Loans. The rDst trn5uIar qrmitment rate for 30-year Section 203
Ioans was 10.00 percent (reported as the dcminant, rate b1z 86 ;nrcent of the
ccrnpanies). Points on the 10.00 Snrcent rate ranged frcrn zero to 1.00, with
an average of .52. The effectirre rate this week was 10.08 trnrcent, dom fron
10.18 trnrcent the last survey. The seconil rrDst trD1xllar quote, with 54 lnrcent
of the ooupaniesr wErs a 9.50 trnrcent rate, with an average of 2.54 trnints.

Conventional 30-Year l-oans. Cmventiqral nortgage loan quotes ranged
frcrn a contract rate of 9.75 trnrcent (witn 2.00 points) to 10.50 trnrcent (with
rn trnints). The average effective rate was 10.2I trnrcent, or 13 basis;nints
higher than the average FIIA rate.

ldor Market . Secondary market transactions in fmAn loans
to , ocrnpared to $241 milliqr in the prior survey. The

largest volue of acmnitrents was for 30-year 10.00 percent loans at an
averrye price of $98.32, or .58 trnints discount.

Srryply of Furds. Average tfute to e:*raust the sqply of outstanding
qmi@ loans rose to over eight roeeks.

Demard for Furds. Demard for FIIA,AA loans stabilized oryared to the
prw@ trnrcent reported an unctranged rroluure of nn loan
atrplications (orpared to 21 trnrcent in that category the last survey).
Forty-four percent of the cunpanies had a higher r;o1ure of FIil^/A
alplications, @inpared to 50 percent the previors lveek. Dernard for
oonventional fixed rate loans was similar.

The foregoing sr.unnary is based on a U. S. Department of Housing ard Urban
Develotrrnent poII of 30 of the largest mortgage banking firns oonducted on
June 30, 1989.

t



iffi}
U.S. OEPARTMENT OF HOUSING ANO URBAN OF'ELOPMENT

WASH|NGTON, O.C. 20410-8@0

OFFICE OF THE ASESTAIT S€CAET^FY FOf,
HOU9NG-F€D€RAL r{Ougrr(; @rarrsg(,{En

Jur 30, 1989

ltElB,AND(}l ffi,: Jms E. Sctrenberger, Goreral fpty Assistant
Secretarlz for Hqrsiqtrr ED

FRCII:

STIB]ET:
'nfu.4tchell, Director, Pinarcial Policy Divisiqr, EPBP

l,lanitorirg l{ortgage Interest Rates,
Friday, Jrrte 30, 1989

I Overvis

With the exceptior of lsednesday r*ren ste profit-takirg ecurred,
nortgage pries edged higher each day tlis rcek, with GlfA current
@upct pries (10.00 [Ercent rortgages) tradirg rEar [Er at midday, rp
a full pint frcm last Friday. Aordirg to t]E ledirg rortgage
bankers polled, the tone of the narket is rrery faprable, e:fiibitirg
strqg retail interest ard olid sr4lnrt levels. A&itimal informatiqt
released this reek stnwing a rcakenirg ecqrcrry heightened the
reslnndentsr anticipaticr that interest rates wiIL declirE further.
Scne see the lcrer interest rate trend beirg sta}led tenporarily at
current 1errcIs urtil further rrenhm is prorided b1r tlE Fed (or perh4s
reak enplolzrent data rpxt rek). Others believe that there is alreadlt
ryle erriderrce frcm a fundarcntal perspectirre to fel ttp trerd at a
slor, trrt steadlz lrce. Hansirg sales as rEasured by rylicatiqr volue
ran flat to higher, witJr refinarcirgs ortiruirg to oryrise a lq
proportim of rp len business.

Sore representative qments:

'Br,rllish ircliratics are groirg etrcrger erh dry. In spite of
higher intcrest rates abrod ard Central Bank intenrcntiqrs, tlE &I[ar
has remairnd strcg. Eere in the U. S. Dre eormic data ms released
tlris rek etudrg reak gro*th - ledirg equic lrdicators fell 1.2
gnrcent, tJre btggest dro1l sirce the 1987 atck narket crash; eristitg
tre sales feIL 5.6 [Erert in llay; ard todry lt ms s -uurecl that
fcbry cders &cli-rEd 2.5 prcent. WiUl all UE rrgatlve
frrrdarentals, InqIle are startirg to rcrry trhether E are elippirg lnto
a recessiqr. Secrlary rcrt€Bge pries qrtirrred b dge tp petty udt

\
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ttrroughout the reek, brt I think Sey, as *reII as the Treasury long
bords, are ncn against a very strong resistance lerrel - top erd of the
current trading range. Fbr rates on long-term Treasuries to fall belovr
8.00 percent ard prices on futures contracts to go aborre $98, we need
some very strong impetuses srrch as a Fed statenent, or a decline in the
Federal furds rate, or very weak emplqnrent data next Friday, or
scmethirg of ttrat nature."

"Atrplications have been onirry in at a steady clip. Activity is
good, but rpt great. For the lorg weekerd, rter re prttirg quotes out
belm current @sts - givirg honebuyers a I0 trnrcent qrcte on EIIAA/A
Ioans with zero points. It seems that the market is reactirg like it
wants to do better. Many epect to see a fairly dramatic breakttrrough
in prices, hrt rsho knops, th€ market may cantinue to trerd upward in
gnall ctroppy rrpves. It will nct take mtrch rore improvenent for us to
@ver our par quotes. With npre ard nrcre eviderce piling up that the
econcmy is weakenirg, it is just a matter of tine before the Fed relaxes
ronetary polic.y further. It cor.tld happen next neek when Fed officials
are scheduled to tteet."

"Conditims in the nortgage narket exhibit qtimism. Current price
leveIs are rrell sutrported ard olid - not runnirg away. Dernard is good
for fixed irccrne products and in sIE cases there is a lack of st4pIy.
There is a lot of noney out there to invest. One fear tpldirq off sorc
participation uas ttre thrift crisis. But, so far liquidations and
setling off of rortgage securities have been in an orderly nanner arxl
the market has had rp aborption problems. If this ontinues it will
bolster crcnfidence ard brirg rrrre investors into the lorger-term end of
the market."

"There is a lot of recession talk in the market rpw - the stock
market has fallen by nearly 70 points in the last trc days - but I
think the Fed will be trying its best to avoid a recession. But the qte
thing I want to enq*rasize is that the nortgage blsiness has picked up
beautifully. Alttough ttre first half of the lear was only average at
best, it loks as if the seord half is going to be great."

"It loks like rre're getting into arpther tradirg ratlre. Business
is pretty good at ttris lerrel. But I do have a rcrd of warnirg: tte
governrrent nortgnge 4ercies ould be in a lot of trotrble, ard GilB{e is
the npst nrlnerable. It has a very snall asset base ard a huge

trntential liability. Scmeone here said GttA nay be in for a $100
million hit frcm Guardian alone. fn additicr, the nen VA progralls seem
very short-sighted. If ttrey don't drange ttreir urderwriting stardards,
Q1${A cculd be faced with big losses there. H[IDrs nerrr PIAM mcrtgage f
read abort ttris reek also has ttre potential for huge losses. The
stn:cture produces significant negatirze arprtizatior, Htrich greatly
irrcreases foreclosure risk.'r

a
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II. Firdirygs

A. Primrl, lEtg4e lGrket

1) m 30 lear Loans

Eighty-six trnrcent of the onpanies reported that 10.00 percent was
the rpst pop:1ar cenrnitsilent rate for EIfl 30-year level paynent loans in
the primary rnarket. The range of trnints goted for the 10.00 loans was
zero to I.00. The average was 0.52 points. The average effective rate
this rteek was 10.08 percent, dohrn 10 basis trnints frcrn the previous
survey.

A majority of the onSnnies retrnrted an 9.50 percent ccrmitment
rate as their secord nost pop:Iar rmrtgage rate. Points on these 9.50
trnrcent rDrtgages ranged frcrn 2.00 to 2.75, with an average effective
rate of 9.88 percent, down I0 basis points frcm the last survey.

2l FI{A 15 year Loans

Seventy-fo.rr [Erc€nt of the oonpanies retrnrted a ormitsrent rate of
9.50 percent as the npst poprlar rate for FIfl lerrel palnent lS-year
Ioans. The range of trnints qrcted for these loans was 0.25 to 1.38.
TIe average was 0.74 trnints.

3) EI{A GPtt{ Lodns

NirEty-tr{o trnrcent of the oqnnies nakirg quotes for EI{A Section
245 GPM loan ccnmitments reported 10.25 percent as the doninate rate for
such loans. The range of disounts was zero to 2.00 points, with an
average of 0.89 points. The average effective rate ttris week was 10.39
trErcent, do^rn It basis points frcrn the last survey.

4) EI{A AFMS

The gnrcentage of orqnnies offering fm AE'{s tttis neek was 55

[Ercent, ocrqnred tp 52 trnrcent the prorious survey. Qtrctes this roeek
ranged frqn 8.50 trnrcent plus 2.75 lnints to 9.75 lnrcent plus 1.00
trnint. Of tho6e offerirg AFMs, 50 percent qrcted 9.50 perc-ent as their
nost grcgular ml rcrtgages ard arpther 31 percent quoted 9.00 percent
rortgages.

5) \,4 Ioans

The average trnints in the primary market for ormitments m VA
guaranteed loans, subject to the 10.00 trnrcent maximum rate, was 0.59
trnints. Qtrotes this week rarged frcrn zero to 2.13 ;nints. The
effective rate on ocnmitsrents to close loans at the a&ninistered ceiling
rate averaged 10.09 percent, doem 9 ba.sis points frcrn the previotrs
survey.
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5) Conventional 30 year Loans

The range of ontract interest rates qrcted on 80 trnrcent loan-to-
value conventional nrcrtgages was 9.75 percent (plus 2.00 points) to
10.50 trnrcent (and zero points). The average effective rate was 10.21
Snrcent, dorm 12 basis Snints frcm the last retrnrt.

7) Cqlentional 15 lrcar I-oans

The range of ontract interest rates qrrcted on 80 trnrcent loan-to-
value ratio I5-year conventional loan ocnmitnents was 9.38 percent (p1us
0.25 Snints) to 10.38 Snrcent (and 0 points). The average effective
rate was 10.01 percent, down 12 basis points frcrn the last survey.

8) Conventional ARlrls

Eighty-ttrree [Ercent of the oupanies vere offerirg onventional
ABMs, corpared to 87 trnrcent the previous survey. Interest rates ranged
between 7.88 Snrcent (plus I.38 points) arrt 10.63 trercent (plus zero
point). One year AAM loans were the predcrninant ABDIs offered by the
nortgage onpanies.

B. Seudary l,Etg4e ltqEtg!

1) EI{AA/A Fixed Rate Loans

A total of $182.5 million in Fmy'IA fixed pal,rEnt loan ccmnitsrents
was acquird ry 20 ccrnpanies, cuqnred to $241.0 nillian grrchased W 2I
onpanies frqn the Iast survey. AII of the Fm^/A ccnmitments
negotiated were acquired in the GNITA market. Ccnmitnents obtained ttris
ueek encrompassed the fo]-lovirg nortgage rates for 30-lzear loans: 9.00,
9.50, I0.00, 10.50, 11.00, ard 12.00 percent.

The largest volwe of 30 lear le\rel paynent omitflEnts was for
10.00 percent loans (59 percent of the total). For the 10.00 lnrcent
Ioans, prices ranged frcrn $98.69 to $99.59. The average was $98.32
which results in a 10.10 lnrcent yield. Major 3O-year lerrel palrrcnt
transactions rere:

Contract
Interest

Rate

9.50
I0.00
10.50

Voltme
(mliTFons)

Percent of
Total

Transactions
Average
Price

51
08
13

I
$ n

59
I

6
4
8

$97.26
99.32

10r.04
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Ccmnitments of $1.5 miUion nere obtained for l5-year loans in the GIO4tr
market.

2) Fm GPM Loans

No GPM loans nere sold tfris week.

3) Fm ABM Loans

No FHA AFM loans were sold this rreek.

4) Conventional Ioans

firenty-two onpanies obtained a total of $200.3 milliqr in qunitments
for fixed-rate onventional loans tttis week. Of these cqrmitments, $102.3
million cane frcrn FNII0,, ard $94.0 million frcm ttre Federal Hcne Loan !,brtgage
CorSnratior. The ocnmitments urder disctrssion irclude botlr 15- ard 3O-year
fixed products. The average yield dr 3O-year loans ms 10.27 percent. $1.0
million in srforming @nventioral AFM loans ard $22.0 million in nqr-
onforming ABM loans were sold btrr the restrnndents ttris rreek.

e. ltenls in tllq€Wlf qd DlnaEO fc Errrfq

I) Cqqnitment Cwerage

a) The average time it rcu1d take to exhaust the supply of outstarding
qnnitments for FIflAIA loans at the current rate of production rose to olrer
eight roeeks 12.06 nonths).

b) All of the ooqanies irdicated an adequate supply of onventional
furds for lerrel-p4zrent nortgages, given current demard. Ccrmitsrents rrould
@ver loan production for nrcre than eight rreeks (2.03 nonths).

c) An adequate sutrply of onventional A8&I loan funds was affirmed by I00
Snrcent of ttre onSnnies. The €verage ccmnitsrcnt @verage remained rear eight
neeks (I.99 nonths).

2) seqgrdqlY Ua:ke! gq4i.tiqns

Sixty-cre trnrcent of ttre onSnnies reSnrted a losening supply of fHAA/A
fr:rds, oonpared to anly 3 trnrcent reporting a such oordition in the last
survey. This rcek, 35 trnrcent relnrted a stationary sqply, ard 4 trErcent
rpted a tightening supply of furds for EIflA/A loans. The trerd in the supply
of onventional loans was similar.

3) Alplication volum

Stronger loan dernand for 3O-year fixed rate EI{AAIA loans h,as retrDrted by
44 percent of the res;nndents, dowr frcnr 50 percent havirg the sare situation
ttre previos survey. Fifteen trErcent relnrted ttrat ttre loan dernard was down,
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trthile 41 percent had a stationary application riofu-ue this Heek. For EIIA 15-
year loans, atrplications !,rere t4) tot 46 percent, wtrile 39 percent reported a
stable voh.trrE. For FHA AFM loan applications, 40 percent of the oonpanies
retrnrted a greater \roIuIE, while another 40 percent reported rn change in the
volure frcrn the la.st survey. Forty-forr gnrcent of the ocmpanies had an
ircrease in atrplication rrclune for conventional fixed rate loans fron last
neek, nfiile 37 trercent rpted a larger rrolure of AFM loans ttris vcek.

4) qpeE€@
The ctrrrent prodtrction prodtrct mix varied fron corqnny to ocnpany. A

distributiqt of loan applications currently being processed by the restrnrdents
is presented belcm 

percent Distrih:tion
:fEis-rek Prior Survey

Total

FIIA,A/A vs.
Conventional

Fm a

FHAAA 30 year Fixed Rate Loans
EIAAA 15 year Fixed Rate Loars
FIIA/AFI4S
Subtotal

Ccxrventional

Cqrventional 30 year Fixed Rate Loans
Conventional 15 year Fixed Rate Icans
Conventional AAI'ls
Sub Tota1

@
100t

3-85
Ly97

"Averager
100r

70-100
F24
110

3s-95
(J-.25

r80

73t
9

18
100

46
54

92*
6
2

r00

72*
L2
27

r00

51
49

92*
7
1

r00

The foregoing sunrnary is based on a lnIL of 30 of the largest
nortgage banking firms orducted on June 30, 1989.
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Federal Reserve
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Federal Reserve
Mortgage Bankers Asseiatiqr

cM (release and rable A mly)
Drexe1 Burntanr
New York Guardian ttbrtgage Co.

Katie lbjciechorski (Release ard Tab1e
A anly)



Money, Banking, and Credit

This seekra decline in the index of leading econonic
inclicators, along with a 2.5t decline in factory orders and a .6t
increase in business inventorles seem to be final confirmation
that an econonic slowdown is well underway, t{ith the ,'Iong and
variable leads and lags" inherent in monetary policy, attenpts to
engineer a "soft landing" to the economic expansion are history.
All that is left is to see how hard we actually hit. Now is the
appropriate tine fer would be Cassandras to stake a clain to
distinguishing Iandmarks of the coning economic scenery.

The Federal Funds rate has eased frorn its peak of around 9
7/81 to hover around 9 t/Zt for the last two weeks. The
continuing reakness shown by the economy has fueled widespread
speculation that further easing will result fron next weekrs
meeting of the Federal Open Market Committee. !{hether guch
easing actually occurs next week, or ln the follosing reeks, a
strict lower bound to declining interest rates 1s provided by the
federal deficit.

Though the deficit has been out of the media epotllght of
late, it has not gone away. The reguireuenta of financing the
deficit will inhlbit any decline in lnterest ratea past a certaln
polnt. Thls restriction will becone tlghter aa inflatlonary
presaure and foreJ-gn exchange issueg cause lnterest rates abroad
to lncrease (tnie week's increase by the Bundesbank being a case
in point).

The necessity of maintaining high interest rates to finance
the deflcit during an econonic slowdown is slightly ouinous.
!{hile cteficit induced crowding-out always happens to some extent,
in such an environment it could reach a level sufficient to
induce sustalned stagnation. Even if such aevere results do not
occur, crowding-out related isgues, particularly in housing, are
likely to be prominent over the next few uonths.

Another donLnant feature of the comJ.ng terrain rill be the
stability of the nountaln of "high-ylelcl hlgh-rlsk" debt that has
been issued by the takeover novement of the last few years. A
concern throughout the course of the takeover novenent haE been
whetherr corporations saddled with the anount of debt that
takeoverE generate would be able to weather an econonic downturn.
This monthsra default on S955 nillion of such clebt by Integrated
Resources, at the start of the current slowdown, ls inauspicious
to say the least.

llhile it is too early to be sure that the houEe of cards
represented by junk bonds wl11 conpletely collapae in the coning
slowdown, I do not think that Integrated Resources will be the
last on such bonds in the next few months. It iE also fun to
remember that if such a collapse occurs, history will point and
say, it started here.

IIPFP : LASKY : mdl 6/ 30 /89 77 5-7 27 0 ( Credit )
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lrortgag. Cmpany tleekly Oplnlon poll of t ortgrge Harket eondltlona

week
Endinq

6/10/A9
Number of conpanles in Survey
A. Prlnary ltarket

'l . FHA 203 l,oan!
a) contract r.te t
b) range of dlscount pointa
c) averaqe polnts
d) effective rate or yteld (f)

wcek
Endlng

6/23/a9

t0.00
25- t .88
t. t8

10.18

r0.25
0-3 .75

1.62
10. 50

t 0.00
25- r .88

I .20
t0.18

9.88-t0.50
r0.33

9.90-r0.77
10.29
s212

tfeek
Ending

6 / t6/A9

r0.00
23-2.50

1.31
t 0.20

10.25
0-3.00
r.65

10.50

r0.00
.25-2.23

t.3t
10 .20

9.63-10.75
t0.32

t0.00
98.56-t O0.00

99.2a
99.2a
to. tt

s207

GNllA

9.74-t r.00
t 0.26
3337

rHl.lrc
FNilA

Tlble I

Week
EndLng
6/e/8e

10 .00
0-t.00

. rl5
10.07

r0.25
0-t.75

.82
r0.37

1o .00
0-r.00

.42
t0.06

9.63-r0.38
to. t9

10.00
98 . 75-99. 75

99.2a
99.2{
t0.tt
st42

CNNA

9.75-l 1 .00
r0.3t

s 156

rNl{A
murc

lreek
Endlng
6/2/a9

r0.50
0-. 25

.o3
t0.51

t0.75
0-2.3A
.3t

t0.80

r0 .50
0-1.13

.06
10.51

9.75-10.75
ro.a3

r0.50
98. 75- r 00. I 9

99.6t
lxr.6t
t0.s6

$2s3

t0.38-10.92
I0 .61
st2a

FNIIA
FflrJtrc

s32
Prfvrta Sourcc

neet
Endlng

5/26/ee

10.50
0-r.00

.51
r0.58

10 .75
0-2 .38

.9r
t0.89

to.50
o-r.00

.49
r0.58

10.00-t0.88
r0.63

Leek
Endlng
5/19/A9

r0.50
0-r.25

.47
t 0.57

2. EHA GPlt loan3
a) contr.ct rate I
b) range of polnte
c) average polnts
d) effectlve rate or yleld (l)

3. Vl loans
a) contrrct rate t
b) range of polnts
c) luerage polnta
d, effectlve rate or yLeld (t)

4. Conventl.on.I 801 loans, 30 yr!
a) range of Lntcrest rateg
b) averege cffectlve rate

10 .00
o-r.do

.52
r0.08

10.25
0-2.00

.89
10.39

10.o0
0-2.13

.59
t0.09

9.75-t0.50
t0.2t

r 0.75
.25-3 . O0

t. t?
10.93

r0.50
0-t.25

.50
r 0.58

10. t3-1 1 .00
10.69

B. Sccondary MarkeE - terna on cqilrlt-
rnenta recetved for 2-4 month deliverlea

t. FHA Section 203 loane
a) contract rete t0.00
b) range of prlces 98.69-99.69
cl average GXt'lA prlce 99.32
d) .verage corrpoclte pricc 99.32
e) average ylcld t0. t0
f) ncr cortl.tnenta (nllllone) StB3
9) !b3t lnportant buyers

t ) cNill
2l
3)

2. Convcntl,onrl Lo.na (flxed rlte iortgagc)
r) rrnge of yiclda 9.93-lt.3a
b) avcraga ylcld 10.27
c) n.e cdriltnenta (nllllona) 3200
d) rc8t Lnportrnt buYere

r) rNHr
2l ?Hla.lc

3. Coneentfonel toana (lRlle)
e, nd eililtrnente (nilllona) S2t
b) rmst inport.nt buyers Prlvate Sourcc

t0.00
98.25-99. 06

9a.72
9t,.72
t0. t9

s24 I

GtfUA

10.50 10.50
99.50-t00.00 98. t3-99.6'

99.71 99.20
99.71 99.20
t0.5a 10.62
Sr39 9164

GNIIA GNl,lGNtiA

t0.t9-tt.t7
10.58
s208

t0.a2-11.2.0
t 0.9r
$ 192

lHLtlC
FNIIA

FBIIiC
FilHt

FTIHA

mrr{c

t Lclr then 3500,000

None Nonc None None Nona



C. Adequacy of Funds (percent
of firms rerDrtlng adequate
supply of funds in relationshlp
to current demand)

1. FHA Sectlon 203
a) adequacy percentage
b) conmltment coverage (nros)

2. eonventional
a) adequacy percent
b) coil[ltrnent coverage (noe)

D. Trendl in Supply of llortgage
Funds Conpared to Last Week
(t dietrlbutlon)

'l . FfiA Sectlon 203
a) Tighteninq
b) Stationary
c) Loosening

2. FHA GP}l Loans
a) tightening
b) Statlonary
c) Looaenlng

3. eonventional Irana
a) TightenIng
b) Statlonary
c) Loosening

E. lrendB ln Demand for Funds
Coripered to Last tleek
( percent dlstribution )

t. FHA Section 2O3
a) reaker/lower applicatlons
b) statlonary,/about sane as last yk
c) stronger,/higher volune of appl.

2. Conventlonal Loans (flxed Rate,
a) reaker/loser appllcations
b) statlonary/abL. same as last rk
c) stronger/higher volune of appl.

3. Conventional Loans (AR!'s)
a) ueaker/loser appllcatlon
b) stationary/abt. same as last wk
c) stronger/higher volume of appl.
d) no applicatlons

0l
11

89

0t
21
79

0t
1t
89

0t
21
79

0t
t1
89

43r
33
24

0t
21
7

ttt
35
54

7t
27
65

ttt
33
56

7t
37
56

Table A (contlnued)

freek
Entllng

6/30 /e9

100t
2.O3

ill
35
61

lfeek
Ending

6/23/89

100 t
I .94

3.lt
63

3

34r
63

3

2tlt
24
52

freek
Endlng

6/16/A9

t 00r
I .98

1 00r
r .95

I{eek
Endlng
6/e/a9

I 00r
t.94

I 00t
2.O1

Week
Endlng
6/2/8e

100t
1.92

t 00t
r .90

lreek
Endlng

s/26/A9

t 00t
r .98

I 00r
1 .98

21r
31
48

271
30
37

6

lfeek
Eniling
5/ 19/A9

1 00t
t.9t

I OOr
1 .94

I 00t
1.95

4r
35
61

4tt
35
24

4tt
35
24

0t
a

96

0t
a

96

0r
3

97

90r
7
3

90r
7

3

90r
7

3

29r
67

4

4r
35
6t

18r
39
43

l4r
34
52

14r
34
4A

4

7t
30
55

7

t5r
4l
44

t5r
4t
44

29r
21
50

tlt
29
67

221
32
46

{t
38
58

1tt
35
46

7

t8r
41
37

4

17i
31
48

4

t3t
30
44
13

I 0ol
2 .06
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IvCIIIITORTNG }ORIGAGE INIEREST RAIES
WMK ENDIIG FRTDAY, JT]NE 23, 1989

FHA Loans. The nost potrular omrritnent rate for 3O-year Section 203
IoansE[6T6'O Snrcent (reported as the dcminant rate by 93 percent of the
ontrnnies). Points qr ttre 10.00 trnrcent rate ranged frcm.25 to 1.88, with an
average of 1.18. The effective rate this week was I0.I8 percent, dorn
slightly frqn 10.20 Snrcent the last survey. Tied for the secrond nost trnprlar
gpot€, with 47 percent of the crornpanies each, were 9.50 and 10.50 5:ercent
rates.

Cmventional 30-Year Loans. Conventional ncrtgage loan quotes ranged
frcrn a contract iate of 9.88 percrent (with 2.00 points) to 10.50 trnrcent (with
.50 points). The average effective rate was 10.33 percent, or 15 basis Snints
higher than the averrye FHA rate.

ldor Market. Secrcndary rnarket transactions in FI{A^/A loans
to $207 million in the prior survey. The,

Iargest volure of ccnmitnents rras for 3G-year 10.00 Snrcent loans at an
average price of $98.'72, or I.28 points discount.

Supply of Fr.urds. Average time to exhaust the supply of outstanding
oqnni@ roans remained near eight weeks.I

r

t.

Demand for Furds. Demand for FIIAA/A loans rrreakened coqnred to the
prwi@ percent retrnrted a higher voh-une of FHA loan
aSplications (onpared to 67 trnrcent in that category the last survey).
Tuenty-nine trErc-ent of the cunpanies had a loper rrolume of nIAAfA
aSplications, c€rnpared to 4 Snrcent the previous rrreek. Demand for
conventional fixed rate loans was similar.

The foregoing suunary is based on a U. S. Department of Housing ard Urban
Devrelqxnent poII of 30 of the largest mortgage banking firms conducted on
June 23, 1989.
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Monitorirg Mortgage fnterest Rates,
Friday, .lune 23, 1989

I. Orervis

After a priod of mnrirg in tandem, mrtgage prices on Thursday
resisted the plunge in the price of the dollar in foreign excharqe
markets. The divergence ontinued or Friday, as the dollar reakened
further, while rortgage prices staged a rally. For the tfurc beirg,
fundarentals, nanely further sigrns of econcrnic reakness ard nrderation
in the rate of inflaticr, have overlu^,ered the dollar as the dcrninant
influence dl near-term bond and equity prioes. Sr,rrvey requrdents
believe that interest rates will eventually often further, if erridence
of econqnic anernia nounts.

Sone representative qurents:

'First quarter QilP, without the farm sector, rose orly I.9 trnrcent,
ard GNP measured inflation was rerrised dor*nward belcn 5 gnrcent.
1lbdayrs durable grcds orders rrrere ntrch ureaker than expected. lGny
e4ncted these orders to be tp slightly, hrt instead they plurgd 4.2
trnrcent. If rrDre nevrs @mes ort abort the ecoruny sloring, ard ttrere is
rp b.tild up in inflationary pressure, then interest rates will
eventually go lorter. [Iqdever, because of heavy selling of nortgage
securities by thrifts - just yesterday one troubled S6,L sold $500millim in Freddie Macs - ttre rD\reflEnt in rortgage rates might be very
erratic."

a
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"Acocrdirg to yesterday's GNP data, the Fed is gettirg exactly nrhat
it wanted - an econcrnic sloodown, ard a npderation in inflatian. The
question is r+trether the econqny will continue to chug along at ttris
reduced paG, or slip into a recessiqr, or have a resurgence. Wittr
hcusirg starts dovn and durable goods orders ph:nging, the ecurcnry may
need a shot in the arm, All this talk in ttre press about boning
nortgage loan volume is overdone. Aplications are up a little, but not
like 1985. Refinarcirgs presently crcnprise 10 to 15 trnrcent of our
h:siness at best. Just abo:t aIL the refinancings are An[rG - those on
their second or third roIls. Back in 1985, there were nronths when the
majority of our new atrplications represented refinarrings."

"For about a week after the \A rate change, mortgage prices
ontinued to trend t4rward. Sirce then, hcnrever, prices have been
r,olatile - choppry, mirrorirg the market for the dollar. Beginning
lesterday, rortgage securities seem to be trying to disassociate
themselves frcrn the dollar. For this to suceeed, vre must harre further
evidence of a lackluster econcmy, and a reduction in short-term rates,
startirg with the E'ederal furds rate."

"It atr4>ears there is a ferce arourrl the rortgage market - prices
go up anly so far then qrc back do*n ard go dor*n so far then go back
rrp. It seers ttrat nrtren pries rise, investors back off , rpt wanting to
get caught paying peak prices. Then they ccne in when prices dip, thus
bringing prices back up. Ebr a while, I think the market will rncve
pretty much sideways. Eventually, weak econcrnic growth will result in
Iorrer rates - brt this might rpt happen until later in the year."

"Durable goods feII by 4.28 in May. Ercugh to slol down
inflationary threats. That's r{try ttre nortgage market extrnrierced a rise
of orrer l/2 a point today. For the first tfure in a lorg tire today the
market isnrt watchirg ttre doJ-lar. But r,ve feel it is sti[ the one to
watch! My onpany is hedgirg seriorsly - h,erve made rn secondary
market trades this neek."

"It's been a relatively Etiet week in the bord and rortgage
markets. There wasnrt much in the way of econqnic news retrDrted tttis
rcek. The @{P nr.mber relnrted yesterday was sort of a rpn-event and the
personal inccnre reSnrted this rrcrning was about as expected. I believe,
trcwever, that the rreak durable goods nunber, dorrn by 4.2t, was
instrumental in prshirg prices significantly up today. We did see the
value of the dollar faIL considerably ttris roeek. Whatever the G-7
ountries are doing to get the &llar dorn, ttreyt re succeedirg. Our
markets have fallen off a little bit because of that. I see a narror,,
range until roe get into July when scne rore significant ecorrcrnic numbers
will be annorrced. Those rumbers may give the Fed sorc hints as to the
strengths and weaknesses of the econoqt."

J
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II. firrtirgs

A. Prr4qry laElgqge IAfEel

I) m 30 year Loans

Ninety-three [Ercent of the companies retrnrted that ]-0.00 percent
was the rost trntrular qmitment rate for EHA 30-year.le're1 palznent loans
in ttre primary market. The range of points qrrcte<l for the 10.00 loans
was 0.25 to 1.88. The average was 1.18 trnints. The average effective
rate this neek was 10.18 ;nrcent, fuin^ 2 basis trnints frcrn the previotrs
survey.

Near qrc-half of the conpanies retrnrted an 9.50 percent qrnitnrent
rate as their secord rost lntrular rortgage rate. Points on these 9.50
trnrcent rortgages ranged frqn 2.25 to 3.53, with an average effective
rate of 9.98 percent, the sane as the last survey.

2l FIIA 15 year l-oans

Seventy-one ;nrcent of the ontrnnies retrnrted a qmitrent rate of
9.50 percent as the nrcst pogrlar rate for FI{A letrel paymnt l5-year
loans. The range of 5nints qrcted for these loans uras 0.25 to 1.88.
The average was 1.05 trnints.

3) FHA GPr4 Loans

Eighty-six [Ercent of ttre ontrnnies making qrctes for FIIA Section
245 GP[,l loan ccnmitments reported L0.25 trnrcent as the dcminate rate for
such loans. The range of discounts was zero to 3.75 points, with an
average of 1.52 points. The average effective rate ttris week was 10.50
IErcent, the salte as the last survey.

4) Fr{i\ AIIMs

The perc.entage of oorpanies offering fHA ARI'ls this r,reek was 52
percent, onpared to 57 lnrcent the previous survey. Quotes tttis week
ranged frcrn 8.50 trnrcent plus 2.75 points to 10.13 percent plus 1.00
trnint. Of those offerirg AFMs, 50 lnrcent qr.roted 9.50 trnrcent as their
rost trrtrrrlar AFM nortgages and arpther 31 trnrcent quoted 9.00 percent
nortgages.

5) VA l-oans

The average trnints in the primary market for qrmitnents on \A
guaranteed loans, subject to the 10.00 trrrcent maximun rate, was 1.20
pints. Orotes this rreek ranged frcrn 0.25 to I.88 gnint. The effective
rate on onnitnrents to close loans at the afrninistered ceiling rate
averaged 10.18 percent, doh"r 2 basis trnints frcrn the previous survey.
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5) Conventional 3Q :reaf Loans

The range of ontract interest rates quoted on 80 trnrcent loan-te
value onventional mortgages was 9.88 trnrcent (plus 2.00 points) to
10.50 Snrcent (and 0.50 points). Tte average effective rate nas 10.33
percent, urp 1 basis trnint fron the last retrnrt.

7') Conventional 15 year loqle

The range of oontract interest rates quoted on 80 percent loan-to-
value ratio I5-year onventional loan comnitments was 9.50 Snrcent (plus
2.00 trnints) to 10.53 trnrcent (and 0 points). The average effective
rate was I0.I3 [Ercent, do*n 4 basis trnints frcm the last survey.

8) Conventional ARLIs

Eighty-seven [Ercent of ttre contrnnies were offering conventional
ABt'ls, oqnred to 90 percent the previos survey. fnterest rates rarged
between 7.88 trprcent (plus I.88 points) ard 10.63 percent (plus zero
point). One year ARM loans were the predoninant AF!,fs offered by the
nortgage cunpanies.

B. $qqq!4a!v lQrlgqse !!e!kel

1) EI{A^IA Fixed Rate Loans

A total of $241.0 million in FHAAA fixed trnlzrent loan qrmitments
was acquird ry 21 orpanies, corqnred to $207.0 million prrchased bf 18
onpanies frcm the last survey. A11 of the FI{AAIA qrunitments
negotiated were acquired in the e.ll[\ rnarket. Ccrmitnents obtained this
rreek encunSnssed the folloving nortgage rates for 3O-year loans: 9.00,
9.50, 10.00, 10.50, 11.00, ard 1I.50 ;nrcent.

The largest volwe of 30 year level paynent crnmitrnents was for
10.00 percent loans (48 percent of the total). For the 10.00 percent
loans, pries ranged frcrn $98.25 to $99.06. The average was $98.72
nrtrich results in a 10.19 percent yield. Major 30-year level payrnent
transactions rvere:

Contract
Interest

Rate

9.50
I0.00
10.50

Volurne
(miTl-o-ns)

Percent of
TotaI

Transactions
Average
Price

r

$ 43.0
Ils.0
55.5

I8
48
28

$96.68
98.72

r00.86

Cqrmitments of $6.0 million vrere obtained for l5-year loans in the G[&IA
narket.

l
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2) FHA G?M Loans

No GPttt loans were sold this r,eek.

3) FTIA AFM Loans

$1.5 million in FIfl AII[{ loans rrcre sold this ueek.

4) Conventional Ioans

I\rcnty conpanies obtained a total of $242.0 million in cqrmiEnents for
fixed-rate onventional loans this week. Of these cqrmitments, $5G.0 million
care frcrn FNltA, and $186.0 million frcm the F'ederal HorE Loan l,Iortgage
Cor5nratict. The cormitments urrder discr.rssion irclude both 15- ard 30-year
fixed products. Ttre arrerage yietd m 3O-year loans was 10.29 percent. I\fc
conventional ABM loans were pld bry the restrnrdents ttris r.reek.

C. lrerrds in the Srmly arrt Demarrt for faurts

1) Cqmitment Cwerage

a) The average time it rculd take to exhaust the supply of outstanding
cqrmitments for fmA/A loans at the current rate of production stayed near
eight hreeks (1.95 ronths).

b) A1I of the onpanies irdicated an adequate suply of oonventional
furds for leve}-trryment rortgages, given current demard. Ccrmitnents rrould
@ver loan production for abcut eight rmeks (1.94 nonths).

c) An adequate supply of conventional AIt't loan funds was affined b,y 100
trnrcent of the onpanies. The average omitnent co/erage remained near eight
weeks (1.90 ronUrs) .

2l Secondary !Ae!!el Cctnditiolq

Thirty-fotrr lnrcent of the ccnrpanies retrnrted a tightening supply of
EIIA|A' furrls, coqnred to 90 percent retrnrtirg a such condition in the last
survey. This vreek, 63 trnrcent retrnrted a stationary strpply, and 3 lnrcent
noted a losening suFply of furds for frqAn loans. The trerd in the supply
of oonventional loans ms similar.

3) AIpl:L!:at&t lqrqle

Stronger loan demand for 30-year fixed rate FHAA/A loans was relDrted lry
50 tr=rcent of the restrnndents, down fron 57 lnrcent having the sane situation
ttre previous survey. Tuenty-nine trErcent reported that the loan dernand was
dourn, wtrile 21 percent had a stationary application voLure this week. For E'HA

l5-year loans, applications kere rrp for 48 Snrcent, rrrhile 30 trnrcent reported
a lcner volune. For FI{A AFM loan applications, 43 trnrcent of the cutpanies
retrnrted a greater rrolure, wtrile 38 trnrcent retrnrted a decline in the volue

!
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frcrn the last survey. Fifty-trrc trnrcent of the onpanies had an increase in
atrplication volune for conventional fixed rate loans frcrn last week, nhile 48

trnrcent ncted a larger volwe of ltFM loans this r*eek.

4) Tlpesof @
The current production product mix varied fron curpany to oompany. A

distribution of loan applications currently being processed by the restrnndents
is presented belov 

percent Distribution
ThiS-Week Prior Survey

Total

ET{AAA vs.
Conventional

H{ANA

FHAA/A 30 lear Fixed Rate Loans
EIIAA,A 15 year Fixed Rate Loans
FTIAr/ABMs
Subtotal

Conventional

Conventional 30 1rear Fixed Rate Loans
Conventional 15 year Fixed Rate Loans
Corventional ARX'{s

Sub Total

The
rortgage

Attachnents

range

0-8s
15-100

67-100
0-30

0-5

20-90
0-40
r80

t'Averagett

I00r

92t
6
2

r00

72*
u
27

100

"Average"
l00r

47
53

91t
5
3

100

69r
IO
?J

r00

46
54

foregoing surmary is based m a trnll of 30 of the largest
banking firrns conducted on June 23, 1989.
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John Grcdman
Keith Pedigo
Jim Sharera
Peggy Yourg
Richard Pickering
Jim Botard
Gerard Keffer
Charles Hansor
William J. Maroni
Ir1. Schussheim
Barbara Miles
Angelo A. Vigna
Nina Shepherd
Edrpard Colding
Thornas Simpon
David Lurd
D. Laufenberg
Ned Newlard
Sylvia Lrrcas
David Pinson
Stetr*ren Lurpkin
L. Rubin.
Itlichael gloolley
Laura Crorman

GEEE A (NLY

Kathy CoveIL
Paul Van Valkenhrrg
Jerry Weingarten
Ft{r{A
Mortgage Bankers Association
Mortgage Ccnmentary
lbrtgage lttarket Insight
Inside tttortgage Finance
Sothmar k llrrtgage Corp.

Federal Reserve
Veterans A&ninistrat ion
Treasury
c!,tB
FHLBts
FIILEE
Census Bureau
CMB

Old Executive Office Building
Congressional Research Off ice
Congressional Research Off ice
Federal Hcrrp Loan Bank of New York
Oongressional Brdget Off ice
TITLBts
Federal Reserve
Departnent of Conmerce
Federal Reserve
Joint Cqnnittee on Taxation
Federal Reserve, Stop 89
Courcil of State Hsg. Agercies
Federal Reserve
Federal Reserve
Federal Reserve
Mortgage Bankers Asseiation

CIMA (release and Table A only)
Drexel Burnhan
New York Guardian Mortgage Co.

Katie lbjciechorski (Release ard Table
A only)
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Money, BankJ.ng, and Credit

Information is a cornnodity. From nonthly netrsletters, to
daily newspapers, to rninute by urinute update via moden lines an
active market exists for information. This narket 1s quite
competitive with various services flaunting their speed, freguency
or the accuracy of their product.

As is the case with any other conmodity, information is
purchased so long as the increased benefits derived from the
information exceeds the increased expenditure. This implies that
even that mythical beast from econonlc theory, the rational
maximizer, will not obtain all of the information that is relevant
to its decisions. The cost of acquiring information creates an
opportunity by which even an optini zlng lndividual can be
defrauded.

The informational conditions can occur in many places, and
while stories of product adulteration night leap to nind the focus
today is on securities fraud. While boiler room scams and Florida
land swindles might make one cluck their tongue at silIy people who
donrt read prospectuses, how nany know, to the penny, what the
interest on their bank account each month is? If one cent was
shaved from the reported payment would you notice? While nany know
the rate promised on a security, how many incur the expense to
validate that the quarterly amount credited is correct?

The possibility for such shaving ls perhaps greatest with
mortgage backed securities. These securities represent an
undivided interest in a pool of mortgages. tttonthly paynrents on the
loans in the pool are "passed through" to the security holders.
The scheduled amortization and prepayment of principal along with
interest payments generate a monthly payment that is both
irregular, and extremely expensive for an individual investor to
confirm.

For a small amount, even if an investor should notice, it
would probably not be cost-efficient to attempt confirmation.
However, a large guantity of sma11 amounts can add up to a
substantial amount f or an Lssuer. Guardian l,lortgage Co, an
af f iliate of Guardian Bank has issued over $ 1 1 billion in GNt'tA
securities. This Tuesday, Guardian Eank was declared insolvent by
the FDfC due to accusations that Guardian Mortgage Corp had failed
to pass through $47 nillion of received payments (u.y. TLnesr page
D1, 6/2/991. GNII{A is liabIe for this amount.

The opportunities for such fraud cast a menacing shadow on the
entire securitization movement. While shavLng will becone apparent
to investors in the long run, in the short run tt provides an
excess return to the issuer. lo the extent that pursuit of this
galn causes funds to be allocated away from loane that have a
higher return, capital is misallocated to less than its most
productive uses.

HPFP: LASKY:mdl 6/23/89 775'7270 (Credit)
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Economic Sunvey
tleek Ending lqe 23

Money Supply Rediscovered

Quiz time. I'lhat famous British statesman and economist recently
expounded bhus: "lnflation is a disease oF money; and monetary policy is its
cure"? Nigel Lawson recited this monetarist catechism in the t',lanch budget
message oF the Chancellor of Ehe Exchequer (a job comblning elements oF our"
Treasury, Federal Reser^ve Board,OMB, and Council Economic Advisers). He has
pushed the U.K.'s bank base lending rate From 7 1/21 lo 14% in the last yean,
sharply inverting the yield curve ( long government bonds yield about 10 1/2/,) .

Still, the bnoad M3 measure oF money supply conbinues to grow at an annual
rate near 20%, re|ail prices are up 8i year-over-yean, and wage demands are
soarlng. The pound sterling has been pounded this year on Foreign exchange
markets. The U.K. also manages the trick of combining a government budget
surplus with a deteriorating trade deficiU, surely a conFounding result fon
those who blame the U.S. trade deticit on the U.S. budgeL deFicil ("twin
towers," g! 3]), or is it the other way around.

The current state oF the U.K. economy, admittedly better than it has
been For much oF the post-war era, brings to mind another quote, anonJflnous, Eo

the eFFect that the success oF a nation's economy vanies inversely with the
quality of its economists. From gnith and Ricado on, British econornists have
1ed the pack in reputation and eminence. Lawson used to be hailed as the
tirst trained economist to head the Exchequer. Since the'rlar, U.S. economists
have come ever closer to Ehe proFessional heights long occupied by the Mother
Country. This has been accompanied by some unwelcome rumblings in the U.S.
economy, such as persistent inflation, policy gyrations at Ehe Fed, declining
productivity, weakness in lhe banking system, not to mention the above Fiscal
and trade problems. The 1988 prize for sound and solid economic perFormance
probably belongs fo Japan, with real GNP growth oF 5.81, consumen price
inFlation oF under 1%, a huge current account surp'lus, and rapidly shninking
budget deFicit. How many Japanese economisfs can you name?

Fed Pol icy Raises ltlonetarist Hackles

While the U.K. continues to apply the monetary bnakes, monetarists in
the U.S. worry that the Fed has already clamped down loo Far For too long.
Some predict a recession next yean, contrasting fnom [.lall Sfreet's dominant
mood oF anticipatory congratulation to Chairman Qreenspan for engineering a

soFt landing, i. €., disinFlationary economic slowdown without a recession.
Those who ciren'b6r.r-[ money supply, on the other hand, point out thaL tofa]
bank reserves in May exper"ienced a record rnonthly decline, and year over year,
a record contraction oF $2.2 billion; M2 has grown by only]1 this year^,
compared to 5U in '1988; M2 For May declined for the second time this year,
something which had occurred only three times beFore since 1960. Fallout from
the monelary squeeze is asserted in: May's decline in goods producing payrolls
and in average hours worked; relail sales decreasing'in real terms and
personal conlumption Flat; productivity Falling and business profits per uniE
of real output at'lowest point since .l983; tading cred'it demand following

I
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average annual debl growth of 11.7%, langest spread above nominal GNP of 7,5X
since .l945; 

economy's only bright spot is producens' dunables (From machine
tools to airplanes), bul this supplies only 9% of GNP.

According fo Federal Reserve data, the demand For credit has hit
something oF a s'lump. At an 8.2 percent annual rate fon the Flrst quanter,
total nonFinancial-sector domestic debt grew at its slowesE quarterly pace
since the l98l-82 recession. Slackening nonFinancial business bornowing, the
state/lccal governmenl Erend lo budget austeriEy, and a less ebullient
consumer all contnibule bo bhe slowdown. Household bornowing fon housing and
auLos has dropped oFt markedly, as the raLio oF household debt to personal
income reached 77 percent in 1988, companed lo a stab'le long-term average oF
aboul 60 percent over the last fhree decades.

These trends are generally welcomed as inFlation moderaEons by those
without money supply hang-ups who accept the "easy landing" scenario. Non-
monetarisl krypto-Keynesians view M2's anemic stale as punely techn'ical and
temporary, unconnecled Eo Ehe real economy. In pant, they explain it as
larger than expecLed tax paymenLs in Apri1, which dnained neserves From the
banking system into the Treasury. Also, they assert, cash and N0tl account
balances have decl ined sharply, because inveslors shi f ted to h igher yie'lds in
CDs and money markeL accounts, as well as insLruments not counted in M2,
specifically Tneasuries and oFf-shore deposits in banks which do not report to
the Fed. Yet, this rebuttal appears Eo prove the moneLarist case. Cash and
demand deposiEs are spending money, whereas most M2-M3 components ane savings.
Ml, the most bransaction-orienLed of the M2 components, declined by $lO
billion in May, a record For this decade. It takes more than portFolio shiFts
to account tor a dnop oF this magnilude. The shiFt From transactions balances
to savings mirrors the Flattening oF consumer spending in the neal economy and
necond rise oF the personal savings rate.

a

A privaEe researcher has weighled U.K. broad moneEary aggreg
spendability, assigning the lowest weighE !o the highest yielding/
ccmponents. By this measune, Britains' double-digit money growLh

ates by
depos i t
ra tes

tighten to roughly 7%. The Failure so far oF Chancellor'-awson's short-term
rate hikes to tlatten money growlh and inFlation points up an aberration oF
high interest raUes -- they reduce money growth by curbing business and
consumer bornowing Fnom banks; they expand it by incneasing earnings on bank
deposits. The Chancel lon last week reaFFirmed reduction oF inFlation as an
overniding po'licy goal and a tight monetary policy as the chief weapon,
promising to keep short-ferrn raLes "at whalever level is necessary For as'long
as necessary." The use oF monefary austeniEy as anti-inFlation medicine
bnings to mind the obsenvation by an early deFector From the Thatcher cabinet:
"Had moneLarism been a drug, the CommitLee on the Safety of Medicines would
not have al'lowed anybody to take it Many more tests would have been
ondered before it could have been adjudged saFe for the market. Until such
tests had been concluded, its damaging side-eFFects would have been consldened
too certain and its alleged beneFiEs too questionable For it to have gained a
certi f icate of saFety."



3

Treasury Ral ly Intacl

In any evenL, the U.S. monetary slowdown -- May decline in all three
money aggregates -- has benetiLted bond prices by deFusing inf'lation alarms
generated by the real economy. Treasuries and GNMAs would have dipped sharply
on recent Producer and Consumer Pnice Index increases wiEhout the comFonL of
perceived monelary discipline. This is a Far cny from the .1970's 

when
lnFlation indices were escalating against a backdrop of burgeoning money
growth. The Fed seems willing to let PPI/CPI be bygones and look to P*
lncantations oF Future price levels. So, bond prices have escaped a majon
setback From inflation daLa and Foreign exchange vo'latility. To use one more
quote, as obsenved in this space on March 17, when bonds so'ld oFF aFter
Februany's l1 jump in PPI: "Current Fears oF labor and production bottlenecks
are grossly overdone. tfiile today's PPI report may prompt the Fed to tighLen
lhe short end another notch, the economy is setfing up bonds For a major r"a11y
by mid-year." In the tollowing week, the Fed did nudge the Fedenal funds rate
up by another 1/811, but 30-year T-bond yields have since plunrneted from 9 1/4%
to 8 I /4%, a level not visifed since April 1987.

HPFP:Mitchel'l :vct 426-4325 6/23/89 (Word Perfecl-Economic)
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!,lortgage conpany weekly opinlon PoIl of llortqage Market Condltions

week
Ending

6/23/8s
Nunber of Conpanles in Survey
A. Prl[rary l,larket

1. FHA 203 Loans
a) contract rate t
b) range of dlgcount points
c) average pointe
d) effective rate or yteld (l)

10.00
.25- 1 .88

1.18
10. 18

Beek
Ending

6/ 16/8e

10.00
.25-2.50

I .31
10.20

10.25
0-3.00

1 .55
10.50

10.00
.25-2.25

1.31
10.20

9.63-10.75
10.32

10.00
98. 55- 1 00 . 00

99.24
99,24
10.11
s207

":l
9.74-1 I .00

10.25
s 337

week
Ending
6/9/A9

10.00
0- 1 .00

.45
10.07

't0.25
0-1.75

.a2
10.37

10.00
0-1.00

.42
10.06

9.63-10.38
10.19

10.00
98.75-99.75

99.24
99.24
10.11

s 142

Table A

week
Ending
6/2/89

10.50
o-.25

.03
10.51

10.75
o-2.14

.31
't 0.80

10.50
0-1.r3

.06
10.51

9.?5-10.75
10.43

10.38-10.92
10.61

s 124

week
Ending

5/26/8e

r0.50
0-1.00

,5r
10. 58

10.75
0-2.38

.91
10.89

10.50
0-1.00

.49
10.58

10.00-10.88
10.53

10.50
99.50-100.00

99.71
99.71
10.54

s 139

GN}IT

10.19-11.17
10.58
s208

FHI.}IC
FNI.tA

None

tfeek
Ending

s/19/89

10.50
0- 1 .25

.47
't 0.57

10.75
.25-3.00

1.17
10.93

10.50
0- r .25

.50
10.58

10.13-11.00
r0.69

10.50
98. 1 3-99 .63

99.20
99.20
10.62

s 154

.cNil

10.42-11.24
10.91
st92

FNHA
FHT,}tC

l{eek
Ending
s/12/89

10.50
0-2.50

1.O2
10.66

2. FHA GPll loans
a) contract rate t
b) range of polnts
c) average points
d) effectlve ratse or yleld (t)

3. VA loane
a) contract rate I
b) range of polntg
c) average polnts
d) effectlve rate or yield (t)

4. Conventlonal 80t loane, 30 yre
a) range of lntercst rates
b) average effectlve rate

10.25
0-3.75

1 .62
10.50

10.50
98.75-100.19

99.51
99.51
10.56

s2s3

":l

10.75
0-3.38

1 .50
10.98

10.50
0-2,.50

I .02
t 0.66

10.25-1 1 .38
10.8{

GNXA

10.64- I t .45
r0.99
s 159

FNI'IA
FIIL}IC

s26
Irlt9. Co.

10.50
9?.31-98.19

97.A2
97.A2
10.84
919 t

10.00
. 25- 1 .88

I .20
10. 18

9.8S-10.50
10.33

B. Secondary l,larket - terma on conurit-
nents recelved for 2-4 nonth delLverLeg

1. FHA Sectlon 203 loang
a) contract rate 10.00
b) range of prlcea 98.25-99.06
c) average GNIIA prJ.ce 9A.72
d) average conposlte prlce 9a.12
e) average y.leld 10. 19
f) new cormitnenta (nllllone) 5241
9) nost funportant buyers

1) GNrlA
2l
3)

2. Conventlonal Ioana (flxed rate mortgaqe)
a) range of yielda 9.90-10.?7
b) average yleld 10.29
c) neu conunitnents (mlllione) 5242
d) nost lnportant buyera

1) FHLIIC
2I ENIIA

3. Conventional Loans (ARlrls)

a) neu coNruritments (nillione) None
b) rrcst important buyers

GNIIA

FHLl,lC
PNI,IA

9.75-1 1.00
10.31

s 156

FNMA

FHI.IIC
FNITA

FHLIIC

s32
Private Source

r Leas than S500,000

NonG None None

t
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C. Adequacy of Funde (percent
of finre reportlng adequate
supply of funde ln relatlonshlp
to current denanal)
l. FHA Section 203

a) adequacy percentage
b) couurituent coverage (moe)

2. conventlonal
a) adequacy percent
b) corilrltoent coverage (npg)

D. Trend in supply of Mortgrge
Funds Coupared to Irst taeek
(t distrlbution)

l. FHt Section 203
a) Tlghtenlng
b) Statlonary
c) Icoeenlng

2. FHf GPU Loang
a) Tightenlng
b) Statlonary
c) Loosenlng

3. Conventlonal lpan3
a) Tightenlng
b) Statlonary
c) Loosenlng

E. Trends ln Denand for Funds
Compared to l,ast tleek
(percent distrlbutlon)

1. FHA Sectlon 203
a) seaker,/loner appllcations
b) Btatlonary/about same as last uk
c) stronger,Arlgher vol.une of appl .

2. Conventlonal Ioans (Flxedt Rate)
a) seaker/Loser appllcations
b) statlonary/abt. same as last wk
c) stronger/higher volune of appl.

3. Conventional Loans (ARl,ts)
a) weaker/Iower applicatlon
b) stationary/abt. same as last vk
c) stronger/higher volume of appl.
d) no applications

Table A (contlnued)

lfeek
Endlng

6/23/89

1 00r
1 .96

1 00t
1 .94

34r
63

3

34r
63

3

29t
67

4

29r
21
50

lleek
Ending

5/15/89

1 00t
1 .98

1 00r
1 .95

geek
Endlng
6/9/89

1 00r
1 .94

1 00t
2.0 r

0t
4

0r
4

0r

lfeek
Endlng
6/2/8e

100r
1.92

1 00r
1 .90

J.

hreek
Ending

5/26/89

1 00r
1 .98

Ileek
Bndlng

5/19/89

1 00r
't.94

1 00r
1.91

Ifeek
Endlng
s/P/ee

1 00r
1 .88

1 00r
1 .98

7

3

4tr
35
21

4lr
35
24

43r
33
24

221
32
46

96

96

97

'18$

39
43

90t
7
3

90r

0t
11

89

0t
21
79

0r
11

89

0r
21
79

1 00t
1.85

21!
32
47

0t
7

93

0l
?

93

0t
7

93

90r
7
3

0t
l1
89

0t
21
79

11r
35
54

14t
34
52

1tr
33
56

21r
31
48

7t
l7
55

4t
38
58

21t
34
45

24
24
52

4t
29
67

7t
27
66

7$
30
55

7

t

11r
36
46

7

271
30
37

6

17C

31
48

4

14r
34
48

4

l3r
30
44
13

20r
30
43

7
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