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Mortgage Applications Surge
The Mortgage Bankers Association’s (MBA) Weekly Mortgage Applications Survey
surged for the second consecutive week, a good omen for real estate activity in
2008. Applications for the week ending January 11, 2008 increased 28.4 percent
on a seasonally adjusted basis from one week earlier. On an unadjusted basis, the
Index actually increased 64.8 percent compared with the previous week and was up
39.0 percent compared with the same week one year earlier.
It was the second straight week of strong growth in new applications. Seasonally
adjusted applications had grown 32 percent in the prior week ending January 4. It
was driven by falling interest rates as more signs of an economic slowdown emerge,
DQGKRPHRZQHUVUXVKWRUH¿QDQFHRXWRIWKHLUQHJDWLYHO\DPRUWL]HG2SWLRQ$50V
7KH0%$V5H¿QDQFH,QGH[DOVRLQFUHDVHGSHUFHQWDQGWKHVHDVRQDOO\DGMXVWHG
Purchase Index increased 11.4 percent from one week earlier.
The Conventional Purchase Index increased 10.5 percent while the Government
Purchase Index (largely FHA) jumped 17.6 percent. Greater purchase activity is a
sign that lower interest rates may be spurring higher home sales. On an unadjusted
basis, the Purchase Index actually increased 45.2 percent.
7KHVXUJHLQUH¿QDQFHVZKRVHVKDUHRIPRUWJDJHDFWLYLW\LQFUHDVHGWRSHUFHQW
of total applications, is also a sign that home values are holding up in many areas.
It means borrowers have adequate equity in their homes and lenders are again ofIHULQJDWWUDFWLYHORDQSURJUDPVPDLQO\ZLWKEHWWHU¿[HGUDWHV,QIDFWWKHDGMXVWDEOHUDWHPRUWJDJH $50 VKDUHRIDFWLYLW\GHFUHDVHGWRIURPSHUFHQWRI
total applications from the previous week, a sign that borrowers are growing leery of
variable rates that are at the heart of the credit problems.
$QH[DPSOHLVWKDWWKHDYHUDJHFRQWUDFWLQWHUHVWUDWHIRU\HDU¿[HGUDWHPRUWgages decreased to 5.62 percent from 5.73 percent, with points decreasing to 0.94
from 1.10 (including the origination fee) for 80 percent loan-to-value (LTV) ratio
loans.
7KHDYHUDJHFRQWUDFWLQWHUHVWUDWHIRU\HDU¿[HGUDWHPRUWJDJHVGHFUHDVHGWR
5.07 percent from 5.21 percent, with points decreasing to 1.09 from 1.18 (including
the origination fee) for 80 percent LTV loans. We are now back to rate levels last
seen in 2004-05, when the Fed was easing credit.
$GMXVWDEOHUDWHVDUHLQIDFWKLJKHUWKHVHGD\VDVWKH)HGHUDO5HVHUYHKDVEHHQVORZ
WRGURSWKHVKRUWWHUPUDWHVWKDWGHWHUPLQH$50LQGH[HV7KHDYHUDJHFRQWUDFW
LQWHUHVWUDWHIRURQH\HDU$50VGHFUHDVHGWRSHUFHQWIURPSHUFHQWZLWK
points increasing to 1.00 from 0.99 (including the origination fee) for 80 percent LTV
loans.
%XW)HG&KDLUPDQ%HUQDQNHKDVDQQRXQFHGWKDWWKH)HGHUDO5HVHUYHZLOOEHFRPH
PRUHSURDFWLYHLQWKHZHHNVDKHDGZKLFKZLOOEULQJGRZQ$50UDWHVDVZHOO
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