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Positive economic signs push up rates

By PAT FERRIER
PatFerrier@coloradoan.com

Signsthat economic recovery is under way are edging mortgage rates up to their
highest level in ayear.

Rates on a 30-year fixed mortgage rose to 6.34 percent last week, up from 6.14 the
prior week, according to Freddie Mac's Primary Mortgage Market Survey.

While lower interest rates have kept a full-blown recession at bay, increases will likely
dampen the lucrative refinance and construction markets that fueled the local economy
even as thousands of high-tech jobs disappeared.

"Well have to see some pickup in business investments,” said Ronnie Phillips,
chairman of the economics department at Colorado State University.

It may only take a month or two before areal slowdown in the market is seenin
Northern Colorado, he said.

The jump in mortgage rates -- more than a full percentage point over the June rate --
has economists speculating that businesses are ready to start spending again.

"Consumers have done their part ... now business investment needs to pick up," said
Stephan Weiler, an economist at Colorado State University.

Refinancing accounted for about 70 percent of all mortgage applications earlier in the
year, according to the Mortgage Bankers Association.

That activity dropped 60 percent between May and the end of July nationally, Weiler
said.

That trend will likely continue, said Gerard Nalezny, president of Community First
Bank in Fort Collins, who predicted a significant dropoff in refinancing activity.

"There aren't that many people left untapped,” he said.
Much of the local activity going on now is for rates locked in up to 90 days ago.

A survey of primary employers conducted by the Northern Colorado Economic
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Development Corp. indicated a number of businesses are ready to start investing again.

Only 25 percent of primary employers surveyed said they expected their employment
levelsto drop. More than 40 percent expected to add employeesin the near future.

Confidenceis also growing amid company executives, which is fueling optimismin
the economy.

As confidence in the economy grows, mortgage rates will increase, as well.
While the flurry of homebuying and refinancing may slow, mortgage rates under 7
percent are still considered highly desirable, said Mark Driscoll, president of First
National Bank.

"It'savery good rate, but it is bound to slow refinancing activity," he said.

Larry Kendall, broker/ manager of The Group Real Estate, cautioned not to close the
door on the refinance market quite yet.

" Someone comparing rates to ayear ago can still get a better rate than last year, but if
they're comparing to six weeks ago, they missed that one," Kendall said.

Rates, predicted to finish the year at 7 to 7.3 percent, will not be high enough to deter
someone from building or buying their dream home or moving if they need to.

Low mortgage rates have had a positive impact on consumers and the local economy,
but business spending has not kept pace with consumer and government spending.

For the economy to fully recover, businesses will have to start investing in jobs and
eguipment.

"There's alot of money in the economy between tax refunds and government
borrowing," Driscoll said. "The government has done everything that can be done to
Spur arecovery."

Originally published Tuesday, August 12, 2003
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