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MBS Recap: Falling Into Line After Shaky
Start

e Bonds were weaker overnight and lost more ground early

e intermediate range boundaries held (1.755 in 10yr yields) as a ceiling

e Bonds came back quickly, but found resistance at Friday's low yields
(1.714)

e MBS outpeformed again as Treasuries took more damage from
corporate issuance

e MBS "roll" tonight, and thus will be missing about a quarter point
tomorrow morning

Like many Mondays, today ended up being better described as an unofficial
3rd weekend day. In fact, last Friday was similar, both in terms of volume and
volatility. Bond markets found their way into just slightly weaker territory
today, but easily returned to Friday's range by the noon hour. From that
point on, Treasuries held sideways and MBS inched toward the highs of the
day.

There were no significant economic reports today, but there were a few
marginally interesting snippets from Fed speakers. The most interesting
among these was Kaplan's comments on NOT expecting rate hikes to shift the
Treasury yield curve significantly. This is akin to another vote for the Fed will
to be slow and methodical about rate hikes.

As for the MBS outperformance, we can chalk some of that up to the
Treasury-specific pressure created by the corporate issuance process (big
companies employing the help of financial firms to create big corporate
bonds). Corporate bonds create general pressure on other bonds because
they add "supply" to the broader bond market. But they create specific
pressure on Treasuries because some firms opt to sell Treasuries in order to
lock in the rate of return on the corporate bond (much like a mortgage rate
lock equates to a short position in MBS--i.e. locking is analogous to selling
MBS).

On afinal note, keep in mind that tonight is "the roll" (the monthly coupon
settlement for Fannie/Freddie 30yr fixed MBS). That means that MBS price
indications will no longer come from April MBS tomorrow and will instead
come from the May MBS coupons that are currently trading roughly a
quarter point lower. In other words, MBS will be about a quarter point lower
tomorrow than they otherwise would be.
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MBS & Treasury Market Data

Price/Yield  Change
MBS UMBS 6.0 100.35 -0.05
MBS GNMA 6.0 100.73 -0.04
10 YR Treasury 44404 -0.0054
30 YR Treasury 45821 -0.0019

Pricing as of: 5/21 2:40AM EST
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Average Mortgage Rates

Rate Change Points
Mortgage News Daily
30 Yr. Fixed 7.10% +0.01 0.00
15 Yr. Fixed 6.57% +0.01 0.00
30 Yr. FHA 6.64% +0.02 0.00
30 Yr. Jumbo 7.35% 0.00 0.00
5/1 ARM 7.30% 0.00 0.00
Freddie Mac
30 Yr. Fixed 7.02% -0.42 0.00
15 Yr. Fixed 6.28% -0.48 0.00
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

Rates as of: 5/20

The interest rates provided in this newsletter are national averages from independent data sources. Rate/APR terms may differ from those listed above based on the
creditworthiness of the borrower. All information provided "as is" for informational purposes only, not intended for trading purposes or financial advice.
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With 27+ years of expertise in mortgage banking you can be confident in my knowledge and abilities to deliver a seamless
loan transaction while providing personalized service.
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