
t h e  u p s  +  d o w n s  
o f  m o r t g a g e  r at e s

Why do home loan interest rates increase or decrease? Here’s a quick look at 
the 5 main factors that propel  rate movement.

ECONOMIC INDICATORS
Rate movement ref lects the health of a var iety of economic factors.  Data included in the Bureau of Labor 
and Stat ist ics’  monthly Employment Report  offers a current v iew of our economic wel l -being . 

RATES UP 

•  Unemployment is down
•  Non-agr iculture payrol l  is  h igher than expected
•  Stronger economic data in general

RATES DOWN

•  Manufactur ing s luggish or s lowing down
•  Jobs growth fa l l ing or stagnant 
•  Weak housing growth
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INFLATION 
Rates are typical ly low when the r isk of inf lat ion is low. General ly,  a healthier economy could lead to  
h igher rates. 

RATES UP 

•  Consumer Pr ice Index and wholesale pr ices increasing
•  Hour ly earnings are increasing

RATES DOWN

•  Lower consumer and wholesale pr ices
•  Hour ly wages are decreasing
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STOCK MARKET 
Stocks and rates most ly have an inverse relat ionship.  Investors putt ing money in a strong stock market 
pushes money out of bonds, which drops pr ices and causes rates to go higher. 

RATES UP 

• Robust,  growing stock market 

RATES DOWN

•  Weakening stock market 
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THE WORLD AT LARGE
Global  events – such as pol i t ica l  turmoi l ,  foreign competit ion,  food/fuel  costs,  and natural  d isasters –  
a lso affect the cost of borrowing money. Investors are typical ly drawn to the U.S. markets in t imes of global 
unrest,  which can create a more favorable interest rate environment.

RATES UP 

•  China’s GDP improves
•  Tensions in the Middle East ease
•  No catastrophic weather or disasters predicted 

RATES DOWN

•  European economy decl ines
•  Conf l icts or acts of terror
•  Earthquakes, hurr icanes, tsunamis,  or  typhoons
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FEDERAL RESERVE  
The Fed doesn’t  set specif ic rates in the mortgage market.  But i ts adjustment of the money supply affects 
interest rates avai lable to borrowers. 

RATES UP 

Fed t ightens money supply because inf lat ion  
is  e i ther ant ic ipated or a l ready here

RATES DOWN

Fed increases f low into money supply,  creat ing a more 
f lexible credit  environment to help boost the economy
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