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The Week Ahead: Action-Packed With Econ = MBS &Treasury Market Data
Data, Fed Speakers, and NFP Finale Price/Yield  Change
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Few weeks are as replete with potential sources of market movement as this MBS GNMA 6.0 101.31 -0.18
one. It's a good thing too because markets--especially bond markets-- 10 YR Treasury 4.3187 -0.0218
suddenly seem to be right back in the same old range that looked set to be 30 YR Treasury 44775  -0.0291

broken by the recent FOMC Announcement. Not much has happened since
then, but we did get to see Chair Yellen do an almost complete 180 last week
with respect to her much more dovish tone 2 weeks ago. It's enough to make £G4 E:DQPE;ET : T

you wonder what is going on at the Fed. What's up with the excessive 'back O¥RFannie Mae 6.0

and forth," including more than the normal amount of contradiction between 10055
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members (and even contradiction of oneself)? M{W"ﬁ?
Perhaps it's as simple as the first ever lift-off from a 0% Fed Funds Rate being ’
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sort of a big deal. But perhaps there is something more to it--something
that's been kicked around by analysts and even mentioned in passing by a few :
Fed members, but that hasn't been given much spotlight. I'm talking about 100.42
the "dry powder" argument. In a nutshell, the thesis is that the Fed wants to

have "something to cut" if the economy enters another downturn. Whileit's e L

true that this isn't a popular conclusion, it's also true that 95% of the folks © i5May  16-May

that actively consider the next downturn are ALWAYS considering the next
downturn. In other words, to give this thesis much credence, you either have
to be a perma-bear, or you have to think you're seeing something actually
change in an alarming way.
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I don't think the Fed is necessarily seeing an alarming sign in the domestic 30 Yr. Fixed 7.02% +0.03 0.00
economic data, but when we consider that data in conjunction with the 15 Yr. Fixed 6.53% +0.03 0.00
global headwinds that would likely results from a Fefj rate hike, the "dry 30 Yr. FHA 6.55% +0.03 0.00
powder" argument becomes somewhat more defensible. You wouldn't have
to be a perma-bear to wonder if 2014-2015 was the last expansionary push of 30 Yr. Jumbo 7.31% +0.01 0.00
this economic cycle. In fact, you could consider the shift in momentum of 5/1 ARM 7.24% +0.04 0.00
some big-ticket economic reports that will see another installment this very Freddie Mac
week! .Cas.e in point, the 6-month average in Private PayroIIs' isin the process 30 Yr. Fixed 702% -0.42 0.00
this one happens (i.e. first time breaking lower in more than a few years). Mortgage Bankers Assoc.
30 Yr. Fixed 7.08% -0.10 0.63
15 Yr. Fixed 6.61% +0.01 0.65
30 Yr. FHA 6.89% -0.03 0.94
30 Yr. Jumbo 7.22% -0.09 0.58
5/1 ARM 6.56% -0.04 0.66
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Maybe the Fed wants something

to cut in case the economic cycle

is making the same sort of turn

it's made in the past whent the

6 month average of private payroll
creation crosses below the 24 month

2004 2005

Private Payrolls, of course, is acomponent of the Employment Situation, which also gives us NFP this Friday at 8:30am. Even
before that, markets will have plenty to sink their teeth into. Fed speakers abound, with no fewer than 11 speeches by Friday
afternoon (Yellen, herself, on Wednesday).

Apart from the US-centered news and events, we might also keep an eye out for any beat or miss in the EU CPl data. When
it's deviated from forecasts or even from the previous reading, it's also been at the scene of the crime on several big moves
for global bond markets. Of course, this could have a lot to do with the fact that it always comes out right around the end of
the month, but with the ECB still weighing their accommodation options, CPl is closely watched.
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The Arizona Loan Baron is at your service!

| would appreciate the opportunity to share with you my extensive mortgage lending experience. My client focused
approach has allowed me to build long lasting relationships and partnerships throughout Arizona. | know this market. | live
here and work here. Please allow me the opportunity to be your mortgage lending partner.

The Arizona Loan Baron ﬁ
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