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Inflation Data Continues Paving The Way National Average Mortgage Rates
For (Eventual) Rate Cuts oo iy

This week's most important economic data was the PCE price index which is
the gold standard of big picture inflation measurement. For those hoping to
see rates drop, it was important for PCE to confirm the progress seen in the
CPl data (the other major inflation index that came out 2 weeks ago).

Spoiler alert: PCE confirmed the progress, but there are a few nuances.
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While the chart above makes it look like victory has been achieved, the inflation target is technically an annual thing, so we
need to see more months in the target zone before the year over year number falls into line.
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Even then, the Fed has clearly stated that the annual change doesn't need to hit 2% as long as they're confident that it will.
Prior to this week's data, the average Fed member has expressed an increasing amount of said confidence. It's not thought to
be enough for a rate cut at next week's Fed meeting, but it's widely believed to result in a September rate cut, as long as the
data doesn't do anything crazy between now and then.

The Fed can also consider other aspects of the inflation data--especially in categories that have been stubbornly high while
also accounting for a large proportion of the total. Housing is the by far and away the best example of this, accounting for
about a quarter of all inflation in this week's data, and more than a third in the CPI data.

Here's how CPl's shelter component looked for June when we covered it 2 weeks ago:
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And here's how this week's PCE data confirmed the big drop in housing inflation:

Housing Inflation in PCE
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The scales of the two charts are different, but the message is the same: housing inflation dropped sharply to the slowest pace
since it was still on the way up in 2021. If this stubborn ingredient is finally softening, it's hard to imagine the Fed being
anything other than perfectly confident that it's time to start cutting rates. They wouldn't need to see any improvement in
housing inflation from here. It would merely need to remain near these levels.

If all of the above sounds fairly compelling, there's a major curve ball to be aware of. While it's all true and while the
conclusions are very much in line with the market consensus, it didn't have any impact on the odds for a rate cut in
September. The only thing that made a dent in those odds this week was an op-ed from former NY Fed Pres William Dudley
who said the Fed should cut even sooner.

Fed Funds Rate Expectations
September Meeting

5.080

| 5.060

5.040

Dudley

comments inflation 5.020

data
20K

10K

22 25 29 (o)

The best way to take a swing at that curve ball would be to point out that the PCE data still mattered, but its effects on the
rate cut outlook don't show up in near term Fed meeting months. If we change the chart above from September to next June,
things make more sense.
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Fed Funds Rate Expectations
June 2025 meeting
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Despite the important big picture milestone, movement in the bond/rate market was subdued yet again this week.
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Volatility risks increase in the coming week with the arrival of more timely big ticket economic data. Friday's jobs reportis
always the headliner on the first week of a new month, but this time around, we'll also get a chance to hear from the Fed on
Wednesday.

To reiterate, it's highly unlikely that the Fed opts to shock the market with a surprise rate cut, but precedent suggests that
they'll do something to tee up a September cut if they're as convinced as the market is. This could either occur in the text of
the policy announcement or in the press conference with Fed Chair Powell that follows 30 minutes later.

Subscribe to my newsletter online at: http://mortgagenewsletters.org/eaglecommercialfunding

Unlock The Power of Private Money Financing...

Elliot "EJ" Paul is CEO of Eagle Commercial Funding Capital Corporation, adirect private commercial lender that finances
residential and multifamily real estate properties, for cash-out, refinance, purchase, rehab, and ground-up construction.

Nationwide in most states
DSCR loans: no upfront fees, tax returns or income verification

Eagleis a Certified Member of the American Association of Private Lenders and a contributing writer and Member of
Forbes Finance Council.

EJ Paul is a LinkedIn Top Real Estate Development Voice.
Harvard Graduate Business School and University of Pennsylvania educated (Economics).
Please ask for more information and competitive terms.

Have a relaxing weekend!
Elliot "EJ" Paul

Elliot "E J" Paul n

© 2024 MBS Live, LLC. - This newsletteris a service of MarketNewsletters.com.

The interest rates provided in this newsletter are national averages from independent data sources. Rate/APR terms may differ from those listed above based on the
creditworthiness of the borrower. All information provided "as is" for informational purposes only, not intended for trading purposes or financial advice.

Read or subscribe to my newsletter online at: http://mortgagenewsletters.org/eaglecommercialfunding



http://mortgagenewsletters.org/eaglecommercialfunding
http://www.marketnewsletters.com
http://mortgagenewsletters.org/eaglecommercialfunding

	Inflation Data Continues Paving The Way For (Eventual) Rate Cuts
	National Average Mortgage Rates
	Market Data
	Unlock The Power of Private Money Financing...

