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The Day Ahead: Probably One More Day of =~ MBS&Treasury Ma':fet/?(?tlj .
Waiting For Any Election Impact =S ange

MBS UMBS 6.0 100.39 +0.19

Justified or not, midterm elections are the market mover du jour. Midterm MBS GNMA 6.0 100.53 +0.14

elections happen today, so it's fair to wonder if they will be a market mover 10 YR Treasury 4.3602 -0.0724
! |

today. They probably won't be: 30 YR Treasury 45297 -0.0761

. . . . . Prici f:7/35:59PM EST
First, let me say that I've been wrong before when it comes to the finer points ricing as of: 7/35:5 >

of the timing surrounding political developments (indeed, please feel free to N
write in if you have another understanding about what I'm about to say). But i :E%Eﬁdr'l-l':{‘lq—]'—annie Mae 6.0

my understanding is that the first polls close at 6pm ET, which is, of course, -
an hour after the last bond trades of today's session.

That means that we're more likely to see any impact from elections in
overnight trading. The caveat would be that old chestnut about "x% of
precincts reporting." You know how those news stations do that, right? In
other words, some of the races--perhaps some of the toss-ups that could
inform the battle for control of the house--could be leaning far enough in one
direction before the market closes for news stations to make their calls. In
that sense, there's still some chance of an election effect today, with the late
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afternoon being the the riskiest time.
Before we get too far ahead of ourselves, we should remember that there's Average Mortgage Rates
not widespread agreement on the fact that there will be a specific market Rate Change Points
reaction based on a specific election outcome. It's just one of those things Mortgage News Daily
where market participants know that this is the next big shoe to drop, and 30 Yr. Fixed 7.08% -0.05 0.00
that other market participants may be making certain trades in response. 15 Yr. Fixed 6.45% -0.02 0.00
Thus, everyone feels the need to be prepared to respond. Personally, I've
argued that democratic control of the house is a net-positive for bonds/rates, 30 Yr. FHA 6.55% -0.05 0.00
but it's politics! There could be 17 other factors | didn't consider (because | 30 Yr. Jumbo 7.25% -0.04 0.00
refuse to immerse myself in politics enough to understand what those 17 5/1 ARM 7.07% -0.03 0.00
factors might be!). Freddie Mac
In any event, we have no better guess to explain the 2 flat days in arow 30 Yr. Fixed 6.86% -0.01 0.00
following NFP (as seen on the following chart). | probably don't need to 15 Yr. Fixed 6.16% +0.03 0.00
remind you that those early October highs were also 7-year highs. Thus, any Mortgage Bankers Assoc.
negative reaction to anything in the next few days threatens a re-test of that 30 Yr. Fixed 7.03% +0.09 0.62
unpleasant ceiling. Stay frosty. .
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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Friday's NFP drama

short-term momentum oversold
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longer-term momentum still has room to run
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