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Until recent ~veelis, snortgage inter- 
est rates had I ~ e e n  on a steady 
clo\vnn.;ircl trencl. n.ith 30-year sates 
falling to 7.37% at the encl ofsuly 
(their lo~vest  level since bi:irch 
1996). Coml~inecl wit11 the rela- 
tively small spreacl between fisecl 
ancl acljustal>le r:ite ~i~or tgages ,  
these consumer-fr.ienc11y sates have 
kept the share o f  new mortgiges 
with adjclstable r:ites at re1:ttively 
low levels (25% in J i~nc) .  

The recent clrop in fisecl mort- 
gage I-ates h:~s also lecl to an 11pticIi 
in ~nortgage refin~uncing :~cti\.ity. 

xvith many borro\xers \vho misseci 
out o n  previous rate drops attesllpt- 
ing to lock in what they believe are 
favomble mortgage terms. Augt~st's 
6.78 refinancing illcler; mas the high- 
est posting since the refinancing 
.'l,oomlet" of late 1995. 

Mortg:lge originations thro~igh the 
1:1st c~u;irter of 1996 (the latest avail- 
:~ble cl:ita) appear to ha1.e re- 
I~oc~ncled frorn their thircl-q~ls~rter 
declille. with comrllercial h:inks 
ancl mortgage companies picliing 
1112 tlw tx.llk of the new hi~siness. 
'l'lle relatively weaker performance 

of the nation's savings ancl loans 
can IIe expl;linecl I3y two factors. 
First, s:~\.ings I~anlis typically origi- 
nate 111ol.e aclj~lstable sate lo:ins, 
holding them in their portfolios 
1 2 t h ~ ~  than selling them on the sec- 
oncl:t~y m:u.liet. Tllus. \ye \voulcl es-  
pect the declining Sraction of origi- 
n:~rions \\.ith acljustable rates to 
:iclversely affect these insti t~~tions '  
mxrl<et share. Second, mortgage 
Ixinks are often the lender of 
clloice Sor refinsincings. which were 
f':~irl\- 1,risli at the encl of 1996. 
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