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Of particular concern at the moment is China. One gets the impression that
the average market participant didn't appreciate how bad things were for
China and that its current efforts to stem selling in stocks and to devalue its
currency are some of the first big "ah ha" moments in a saga that turns out to
be much more alarming.

US markets are definitely responding, both in stocks and bonds. The
following chart is early overnight trading for Monday in Treasuries, S&P
Futures, Hang Seng Futures, and the Yuan.
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30 Yr. Fixed 7.17% +0.08 0.00
15 Yr. Fixed 6.70% +0.11 0.00
30 Yr. FHA 6.70% +0.06 0.00
30 Yr. Jumbo 7.42% +0.07 0.00
5/1 ARM 7.29% +0.04 0.00
— Freddie Mac
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lessen the chances of a Fed hike. No major surprise there considering the
Fed's mention of China in the Minutes, but it's still good to see markets taking them at their word.
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This week, then, will have to devote at least some of its existence to getting this little death spiral sorted out. Either global
markets are going to melt down here or they're going to find some footing and we'll muddle through until they do finally melt
down. There is some relevant data this week, starting Tuesday with New Home Sales. After that, there's a reasonably
important release at 8:30am on the following three days (Durable Goods, GDP, and Incomes/Outlays).

The biggest potential movement would be seen in the event of correlation between the data and the global market drama. In
other words, if domestic data is worse than expected and markets continue to "sell stocks/buy bonds" due to global drama,
the gains could be especially impressive. On the other hand, if global market panic stabilizes and data is strong, look out for a
big move in the other direction.
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