
 

Provided to 
you by 

Mike Nelson 

 Mike Nelson 
Efficient Lending, Inc  

720.419.3016 
mike@efficientlending.net 

NMLS: 1314188  

 

 
MBS Road Signs 5-31-22 

 
Week of May 23, 2022 in Review 
Headlines showed that April brought moderating inflation and slower home sales, but 
that’s not the whole story. Here’s what you need to know: 
 

▪ Inflation Moderates in April, But Don’t Be Fooled 
▪ Low Inventory Continues to Impede Pending Home Sales 

▪ Completion Delays Hinder New Home Sales 
▪ Why Monitoring Jobless Claims Remains Crucial 
▪ More Signs of Economic Slowdown 

 
Inflation Moderates in April, But Don’t Be Fooled 
The Fed’s favorite measure of inflation, Personal Consumption Expenditures (PCE), 
showed that headline inflation rose 0.2% in April, which was cooler than estimates of 
0.3%. This caused the year over year reading to decrease from 6.6% to 6.3%, which 
was slightly beneath expectations of 6.4%. Core PCE, which strips out volatile food and 
energy prices and is the Fed’s real focus, met estimates with a 0.3% rise. Year over 
year, Core PCE decreased from 5.2% to 4.9%. 
 
What’s the bottom line? While the PCE report showed that inflation moderated in 
April, we can’t be fooled by peak inflation just yet. It’s too early to call if inflation has truly 
peaked because China will be letting up on their lockdowns soon, which should cause 
more energy consumption. 
 
In addition, it’s important to note that annual inflation is calculated on a rolling 12-month 
basis. This means that the total of the past 12 monthly inflation readings will give us the 
year over year rate of inflation, so for example last week’s reading for April replaced the 
data from April 2021 in the calculation. While we could see inflation moderate further 



over the next two months, given that those readings from 2021 are tough comparatively, 
the comparisons from last summer drop to low levels. So, we could see inflation start to 
increase again in the summer months, before seeing consistent drops after September. 
 
Low Inventory Continues to Impede Pending Home Sales 
 

Pending Home Sales, which 
measure signed contracts on 
existing homes, fell 3.9% in 
April, coming in weaker than 
the 2% decline that was 
expected. Sales were also 
down 9.1% year over year. 
There is no doubt that higher 
interest rates are impacting 
demand, but demand is still 
hanging in there considering 
the increase in prices and lack 
of inventory. 
 
What’s the bottom line? The 
last reading on existing home 

inventory showed that there were 1.03 million homes for sale, yet there were only 
409,000 active listings, meaning only 40% of the homes counted as inventory were 
actually available for sale. Why the disparity? Existing inventory also includes homes 
under contract that have not yet been sold. This data speaks to the ongoing imbalance 
in actual supply versus demand. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Completion Delays Hinder New Home Sales 
 

New Home Sales, 
which measure signed 
contracts on new 
homes, were down 
17% from March to 
April to a 591,000-unit 
annualized pace. 
While this was in line 
with expectations, the 
report was actually 
weaker than it appears 
because there was a 
negative revision to 
March’s data. When 
factoring that in, sales 
were down 22% from 
the initially reported 

number. Year over year, sales fell nearly 27%. 
 
The median home price came in at $450,600, which is up 20% year over year and 
points to an increase in higher-priced homes sold. Remember that the median home 
price is not the same as appreciation. It simply means half the homes sold were above 
that price and half were below it. 
 
What’s the bottom line? While higher rates and home prices are having an impact on 
new home sales, uncertainty is as well. It normally takes six months to build a new 
home, but today it’s much longer and there is little certainty on completion times. People 
rarely make moving plans years in advance and with rates moving higher and fears of a 
recession, many are not comfortable purchasing a new home that is not completed and 
does not have a solid finish date. 
 
And to that point, while there were 444,000 homes for sale at the end of April, only 
38,000 or 6% were actually completed. The rest were either not started or under 
construction.  
 
 
 
 
 
 
 
 
 



Why Monitoring Jobless Claims Remains Crucial 
 

Initial Jobless Claims decreased by 8,000 
in the latest week, as 210,000 people filed 
for unemployment benefits for the first 
time. Continuing Claims, which measure 
people who continue to receive benefits 
after their initial claim is filed, increased 
31,000 to 1.346 million. This is coming off 
the lowest number of Continuing Claims 
since December 1969. 
 
What’s the bottom line? While Initial 
Jobless Claims decreased slightly in the 
latest week, the 4-week average is at the 
highest level since February. Should the 
upward trajectory continue, it could be an 
early sign that unemployment will begin to 
rise, which is another recession indicator. 
 

More Signs of Economic Slowdown 
The manufacturing sector is showing signs of a slowdown, both globally and here at 
home. After weak readings from the Empire State Index (which measures 
manufacturing in the New York region) and the Philadelphia Fed Index, the Richmond 
Fed manufacturing index was also significantly lower than expectations.  
 
In addition, the second reading on first quarter GDP came in at -1.5%, which was a 
decline from the -1.4% we saw in the initial reading. It will be important to see how 
second quarter GDP performs, as a textbook definition of a recession is two 
consecutive quarters of negative GDP. 
 
What’s the bottom line? The Fed has been hiking its benchmark Fed Funds Rate to 
curb inflation, with more hikes expected at their June and July meetings. Note that the 
Fed Funds Rate is the overnight borrowing rate for banks and it is not the same as 
mortgage rates. However, there has been speculation regarding whether the Fed will 
have the resolve to keep hiking with deteriorating economic conditions. This will be an 
important development to monitor in the coming months. 
 
Family Hack of the Week  
This Friday, June 3 is National Donut Day. Treat your family and friends to these 
scrumptious Cinnamon Baked Donuts, courtesy of our friends at the Food Network. 
 
Preheat oven to 350 degrees Fahrenheit. Spray 2 donut pans with baking spray. 
 



In a large bowl, sift together 2 cups all-purpose flour, 1 1/2 cups sugar, 2 teaspoons 
baking powder, 1 teaspoon ground cinnamon, 1/2 teaspoon ground nutmeg, and 1/2 
teaspoon Kosher salt.  
 
In a small bowl, whisk together 1 extra large egg (lightly beaten), 1 1/4 cups whole milk, 
2 tablespoons melted unsalted butter and 2 teaspoons vanilla extract. Stir the milk 
mixture into the flour mixture until just combined. 
 
Spoon the batter into prepared baking pans, filling each 3/4 full. Bake for approximately 
15 to 17 minutes, until a toothpick inserted comes out clean. Cool for five minutes and 
then tap donuts onto a sheet pan. 
 
For the topping, melt 8 tablespoons unsalted butter in an 8-inch pan. Combine 1/2 cup 
sugar and 1/2 teaspoon ground cinnamon in a small bowl. Dip each donut into the 
butter and then the cinnamon sugar. For extra spice, dip donuts on both sides. 
 
What to Look for This Week  
After the market closures Monday in honor of the Memorial Day holiday, home price 
appreciation data for March kicks off the week when the Case-Shiller Home Price Index 
and the Federal Housing Finance Agency (FHFA) House Price Index are released on 
Tuesday. 
 
Then key reports from the labor sector will hit the headlines, beginning Thursday when 
the ADP Employment Report will give us an update on private payrolls for May. The 
latest Jobless Claims data will also be reported Thursday, while on Friday the Bureau of 
Labor Statistics Jobs Report for May will be released, which includes Non-farm Payrolls 
and the Unemployment Rate. 
 
Technical Picture 
After being rejected from the ceiling at the 50-day Moving Average, Mortgage Bonds 
ended last week trading in a wide range between that ceiling and support at the 101.656 
level. The 10-Year also tested its 50-day Moving Average but bounced higher and is 
currently trading at around 2.74%. 


