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The Day Ahead: Bonds Continue Seeking MBS & Treasury Market Data

. Price /Yield Change
Same Middle Ground as Important NFP MES UMES 6.0 10039 4019
Approaches MBS GNMA 6.0 10053 +0.14
Amid last week's glut of Fed speeches surrounding the Jackson Hole 10 YR Treasury 4.3670  +0.0068
symposium, Fed Vice Chair Fischer specifically called out "the next two 30 YR Treasury 4.5420 +0.0123
weeks of data" as having a bearing on the Fed's potential September rate Pricing as of: 7/4 10:56PM EST
hike. Incidentally, the first of those two weeks contains some of the most
traditionally important data, including both ISM reports, ADP Employment, TRZa TEAEMEST e 60

and the big daddy: NFP on Friday. Whether or not these reports ultimately
sway the Fed's decision remains to be seen, but after Fischer's comments,
markets are more on-guard for that than they otherwise might be.

Somewhat conveniently, the week begins with one of the less consequential
reports in the form of Chicago PMI. Note that "less consequential” is only a
term that applies to this report on a relative basis, due to the high profile
company it keeps during the rest of the week. Also keep in mind (for those of
you with MBS Live, or who otherwise have access to real-time bond/MBS
prices), that some traders receive Chicago PMI at 9:42am as opposed to the BA
9:45am published release time. That's more of a curiosity than anything, but
good to know nonetheless if you happen to see a more volatile move at 9:42
(usually a clue as to how the report will come out). Average Mortgage Rates
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In terms of charts and trading levels, this approach to the Fed decision is
taking place on a playing field with an increasingly clear 50 yard line--at least

in terms of its effects on longer term yields. During last October's extra 30Yr. Fixed 7:08% 005 0.00

volatile move to long term low yields, 10yr Treasuries ended up charging 15 Yr. Fixed 6.45% -0.02 0.00

back higher to end the week near 2.20. Last week saw an almost identical 30 Yr. FHA 6.55% -0.05 0.00

mega-rally to long-term lows, and an almost identical mega-correction. The 30 Yr. Jumbo 7.25% -0.04 0.00

result: something near 2.20 again (officially 2.199 in Oct and 2.19 last week). 5/1 ARM 7.07% -0.03 0.00

Not only that, .but yie.Ids zoomed up to.2.19.by .m.id—morning and bouncefj Ereddie Mac

repeatedly, as if to reinforce the technical significance of the level. Looking

back at recent chart, we can see numerous examples of weekly trading ranges 30 Yr. Fixed 6.95% +0.09 0.00

starting and stopping near 2.20. 15 Yr. Fixed 6.25% +0.09 0.00
Mortgage Bankers Assoc.
30 Yr. Fixed 7.03% +0.09 0.62
15 Yr. Fixed 6.56% +0.09 0.54
30 Yr. FHA 6.90% +0.11 0.95
30 Yr. Jumbo 7.11% -0.01 0.50
5/1 ARM 6.38% +0.11 0.54

Rates as of: 7/3
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During the last bout

of extreme volatility
yields ended the week
at the exact same levels

big volume last week 1
pushing back up -1
toward 2.20% 23
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Of course, longer term yields have more to think about than just the Fed, as we can see based on the varying performancein
2yr and 10yr Treasuries over the past week/month/year. Even so, the Fed's decision will be the biggest input for the entire
bond market. While a hike might not have the same upward pressure on 10's as it would on 2's, it would still be a big deal.

Subscribe to my newsletter online at: http://mortgagenewsletter.net/timothybaron
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