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6109 Gale Drive 
Boulder - $795,000 

 
Quiet and peaceful, this 

street is the best-kept secret 
in Boulder! Just outside Boul-
der city limits, enjoy country 

living within minutes of 
downtown. .71 Acres.  

15100 Lantana Drive 
Broomfield - $998,000 

 
Fantastic home in Wildgrass. 
Immaculate home with high-

end finishes: soapstone & 
quartz surfaces, hardwood 

flooring & custom cabinetry. 
Soaring vaults & windows. 

5743 Marshall Drive 
Boulder - $1,200,000 

 
Almost 14 acres of land only 

15 minutes from the Pearl 
Street Mall. 2 shares of Da-

vidson Ditch. City Open 
Space on two sides. Flatirons 

& Marshall Mesa views.  

13702 Raritan Lane 
Broomfield - $584,961 

 
New construction build with 

Wonderland Homes. The 
Quail Creek community fea-
tures greenspaces throughout 

the community plus access 
to community pool & parks. 

How the Fed's Interest Rate Decisions Affect Mortgage Rates 
 The Fed lowered rates by a quarter of a percentage point on Nov. 6th, for the third time this year, in an 8-2 vote. Citing "global developments for the 
economic outlook as well as muted inflation pressures" in a statement released by the Federal Reserve, policymakers dropped the target range for the federal funds 
rate to 1-1/2 to 1-3/4 percent. 
 The mortgage holders that will benefit from the rate cut are those with adjustable rate mortgages or ARMs, as a Fed cut means another reduction to 
their mortgage bill. Variable rates usually move in the same direction as the federal funds rate. The federal funds rate, however, doesn't directly affect long-term 
rates, which include financial products like 30-year fixed-rate mortgages; those tend to move with long-term Treasury yields. "Fed rate cuts have very little direct 
correlation to long-term fixed mortgage rates. We have seen mortgage rates moving in the other direction of the rate cut or not moving at all in the past," says 
Shashank Shekhar, a lender in San Jose, Calif. "However, in the short term, a Fed rate cut usually boosts the stock prices and takes the money away from bonds. 
Also, a rate cut is intended to increase economic growth which can be inflationary. All of this is usually bad for mortgage rates and could result in higher rates for 
the borrower in the immediate future." 
 Most variable and short-term rates are linked to two benchmark rates: the prime or the London interbank offered rate (LIBOR) plus a margin, which is 
a number of percentage points. These rates usually march in step with the federal funds rate, so today's rate means an extra jingle in some borrowers' pockets. One 
thing to note is that LIBOR as the key rate in mortgage contracts is on its way out, which is important for consumers to keep an eye on. Loans might get more 
expensive once LIBOR is replaced, says Greg McBride, CFA, Bankrate chief financial analyst. "The future for many adjustable-rate mortgages is further clouded 
by the coming demise of LIBOR as a loan index. There is an open question as to whether the replacement index and margin will mean a higher rate for borrowers 
than the current LIBOR plus margin," says McBride. Addled with credibility issues, largely due to manipulating rates in order to drive profit, LIBOR will likely be 
replaced by risk-free rates or RFRs. The major flaw in LIBOR is that it depends on empirical data, which means banks report rates without being required to pro-
vide numbers to back up their claims. This process led to some LIBOR banks underreporting their interest rates for profit, which meant higher loan prices for 
some borrowers. Unlike LIBOR, RFRs would promote transparency by calculating rates based on real transactions in the market. 
 Variable-rate loans, such as 3/1 and 5/1 ARMs, as well as home equity lines of credit, or HELOCs, get more or less expensive as the Fed boosts or 
lowers rates. This can be a boon for borrowers or a drain on their wallets, which makes variable-rate loans a sometimes-risky proposition. Products like 5/1 ARMs 
give consumers the first five years with a fixed rate; after the fixed-rate period ends, there are annual rate adjustments for the remainder of the loan. So, if your rate 
drops during the adjustment period, the cost of your ARM drops, too. Many HELOCs are also variable-rate loans, which means a win for borrowers in a falling 
rate environment. 
 The problem is that rates don't always drop. So, it's important for borrowers to analyze all scenarios: how much they'll spend as well as how much they'll 
save if rates rise and fall. It's important to ask yourself: Can I afford my mortgage payments if rates spike? Although your initial out-of-pocket payment will likely 
be lower with an ARM, that low cost might not last if rates rise. "My brother and sister-in-law have a 5/5 ARM with a great rate and a low down payment. But, if 
rates go up in five years, their payment might go up by a couple hundred bucks a month. That's a big increase," says Sean Murphy, associate vice president of Eq-
uity Lending at Navy Federal Credit Union. A 5/5 ARM is a 30-year adjustable-rate mortgage with a principal and interest payment that stays the same for the first 
60 months, and after that, the interest rate could rise or fall every five years.  
 Often borrowers choose ARMs to get the lowest initial rate possible, regardless of the variable-rate risk. This can be a cost-saving strategy if the borrow-
er is certain they're going to sell before the fixed-rate period ends or can refinance into another mortgage. For borrowers who plan on staying put or might not be 
able to refinance later (due to credit or employment issues, for example), that upfront cost savings likely isn't a worthwhile gamble. "There is only about one-
quarter percentage point difference between the rate on a 7/1 ARM and a 30-year fixed. For a quarter percentage point, are you going to subject yourself to poten-
tially higher rates seven years from now? You've got to be awfully certain you'll be out of that house within seven years to make that risk pay off," McBride says. 
 The Fed's decisions on rate movement are often influenced by several economic factors, which consumers can easily track. Employment, inflation and 
consumer price index are essential data the Fed considers when deciding what to do with rates. One thing consumers may want to look at is the employment re-
port, which is published monthly by the Bureau of Labor Statistics. The target inflation rate is another yardstick for rate changes. Currently, inflation is still dipping 
just below the Fed's target 2 percent rate, which—in concert with other economic trends—could nudge the Fed toward future rate cuts. As long-term rates hover 
below 4 percent, many borrowers are in a good position to save money. 

Source: RISMedia Staff - Bankrate.com 
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Trend Report 
 We have been seeing fewer buyers and more sellers throughout 2019. For most of the year, the number of ac-
tive, available properties has been 10-25% higher than the five year average and the number of buyers has been 5-15% 
lower than the five year average. Interestingly, the number of buyers in the market has matched or exceeded the five 
year average since September, a surprising show of market strength in the fall, but one also occurring at the same time 
as the greatest increase in the number of active, available properties. Many of us are surmising that this change in the 
market is a return to a “normal” balanced market where neither the buyer nor the seller is in total control. 
 With 7 years of a very actively appreciating market mostly in the rearview mirror, and four years before that of 
slight depreciation during the Great Recession, many of us are struggling to remember what a “normal” market feels 
like. Arguably, in Colorado, we haven’t experienced one of those since 2007, twelve years ago. Adding to this confu-
sion, in those intervening 12 years, the CO population has grown by 18.1%, the number of overall homes in Boulder 
County has grown by 7.6%, the average Boulder County home value has grown by 80.2%, and Boulder County has al-
most built out the few remaining, large scale, housing development parcels left to build upon. 
 So, what does a “normal” market look like? In our Showings chart top left below, we see that the strong Spring 
activity still happens, but isn’t as strong as in previous years. We also didn’t see the Fall bump we’ve seen over the last 
several years although we did get a mid-September bump. Since it has been so long since a “normal” market, we’ll want 
some confirmation of these showing trends in 2020 before we start to predict these patterns going forward. 
 Our Available Inventory is staying within the red zone of our chart top right that is indicative of what we think 
is the new normal for Inventory in the Boulder County market. This new normal isn’t due to buyers or seller being in 
control, but has to do with the increasing amount of time sellers are staying in their homes before moving and the lack 
of developable land in Boulder County. Of the individual cities in the County, the City of Boulder is the one most 
threatening to break out of the red zone. This is a new trend for the City of Boulder, a change from when the city of 
Boulder led the County in the percent of homes under contract and the most active market. As the City of Boulder 
continues to rise in price, it appears to be losing it’s leadership role in the broader County 
market. Mike Malec 
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