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The first magjor sign that the economy may be moderating a bit appeared in Friday’s Employment
Week of Report. 138,000 new jobs were created in April, over 60,000 jobs short of expectations. The rest of
May 7, week’ s news pointed to robust economic growth. Mortgage rates were mostly flat for the week.

2006 This week has two very important economic items. The Federal Open Market Committee is meeting
F—— this week, and it is ailmost universally assumed that interest rates will go up another ¥ point. The
policy announcement with be scoured for clues to the end of the Fed rate increases. If the
Mortgage  announcement drops hints that the Fed may pause, mortgage rates may dip just a bit during the week.
Market However, if the statement appears to support more rate increases, or is truly ambiguous, mortgage
Commentary rates will likely continue upward. Retail sales data will also be released this week. Another 0.6%
increase is anticipated. If the Fed does not hint at a slowing in interest rate increases, and retail sales

come in above expectations, mortgage rates will likely push higher again.
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