Interest rate hike means consumers will

Fed movehkely to .
have ripple effect.
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The Fedéral Reserve’s decision

- Weédnesday to lift its beiichmiark

- sHaft-term interest ‘rate by a

qif@ter percentage puint'isTikely

totkhve

economy as ‘it gradially pushes

upftirates - for - everything ‘from

- nifitgages and credit card vates
tdBhall bysiness loans.”

ttho Fed also forecast Slightly -
fads¥ér  inerensss.” the riext” few

“y&as aimid the prospect of a big
governmient stimulus, with'three

. sithillar hikes next yéar. And there® -
at@% cotple of wild cards that
* cotild have a bigger ¢ffect oribor:"

‘roWing costs than the Fed.”

 President-glect . ** ‘Dohald"
Trump'y:plan’ to- cut faxes and’

T~

. Infrastructure, ‘combined with

" the federal funds rate, which is
what banks charge each other for . |

adomino effect across the - climbe ;
\ "October, costing the holder-of a

sbend up to $1 triliion to upgrade’

forecasts of rising oil prices, al- .
ready has driven up inflation ex-
pectations and long-term bond
yields. in recent weeks, They
could play a'big role next year,

" Still, the Fed’s decision. to lift

overnight loans, ‘could have at-
least somie effects on consumers:.
» Mortgages: = Thirty-year
fixed mortgage rates already have
climbed to above 4% since late

$200,000° mortgage about $75-
mole amonth; That's because 10-

“year Treasury bond yields have

jumped about a percentage point -
since  September, partly on

Trump’s fiscal stimulus plan and
“faster inflation forecasts, ~ .
The Fed’s key.short-term rate

affects mortgages and other long-

“term  rates. only indirectly:
" Wednesday’s anticipated hike was. .

already priced into such mort-
gage rates, but three more quar-

{e'r—ﬁpint rate bumps next year

could lift mortgage rates by a to~
tal of three-eighths of a point,
" says Greg McBride, chief ¢cono-, -
‘mist ‘of  Bankraté,com.. ‘Thaf -

would mean another ‘$44 a
month on a $200,000 mortgage.

.On the marging, that coild dis~

‘courage a sinall portion of home

purchases, says Steve Rick; chief.
economist . of CUNA'" Mutuial"
Group.” Yet that effect could be
more than offset by a tight labor”
market and faster-growing econ-

. “MICHAEL DWER AP
Féd rate hikes may have mod- . -
est'effect on mortgage rates. -

wage gains, al_lowiﬁg homebuyers

- to easily afford the added cost,
Canallysays, - - .

Adjustable-rate mortgages, by
contrast, typically are modified

- annially and likely would be af-

fected more significantly, with

- monthly paymerits rising twice as
" inuch over the next year,

k Auto loans: Typical five- -

year auto loans will be more di-
rectly ‘influenced by a quarter
point’ increase in the Fed's key

‘short-term rate, with a 4.25% car

loati rate rising by a similar quar-

ter point, or $3 a month, McBride -

sdys. Wednesday’s move and. an- -

other threé similar rate increases

next year would increase the
"monthly payment for a new °

$25,000 car by s total $12,
Interest rate
non-jssue,” he says.”

‘And with auto sales expected '
to ‘moderate “after peaking this '

year, manufacturersare likely to

roll out other incentives, such as -
lower prices or rebites that tem-

" per costs, Canally says.

omy that's- pushing . up average
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> Credit cards, lines  of
credit: Revolving loans . with
variable rates, such as credit -
cards and home equity lines of ]
. eredit, will feel the most immedi- !
ate impact.from an increase in |
the Fed's key short-term rate: Ay~ = o
erage credit card.rates.are about - !
16.25%, while home equity lines:’ i
about 4.75%, according to Bank N
. ratecom, Banks shounld pass I
along quarter-point increases in i
the federal funds rate to ‘those J
consumer rates within weeks, ' |
» Bank savings rates: Since |
banks will be able to charge a bit. - |
more for loans; they’ll have a little I
more leeway to pay higher inter-
est rates on customer deposits, |
But don’t expect a fast or ap o
equivalent rise in your savings ac-
counts or CD rate, Such rates
may rise only affer a lag of six .
montl.ls or more after a Fed move,
McBride says. And an increase of
a percentage point in the fed
funds rate by late next year may !
lead to a rise of just 30 or 35 basis
points in savings and Cp rates,

rates are going tobea



