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The Day Ahead: Trends Collide Today, MBS & Treasury Market Data
. . Price /Yield Change
Setting Stage for Bigger Moves MES UMES 6.0 10044 011
e Supportive, sideways trend has been intact, but under constant attack MBS GNMA 6.0 100.70 -0.04
e The negative trend of "higher lows" collides with the supportive trend 10 YR Treasury 44066 +0.0297
today 30 YR Treasury 45505  +0.0444
e Bigger moves could follow after the recent run of narrow range- Pricing as of: 5/17 9:38AM EST
trading
e Existing Home Sales unlikely to cast the deciding vote BITI24 H%’W;ﬁnnie Mae 6.0

While there have been some moments of relative excitement over the past
two weeks, and several days with slightly bigger moves, yields remain well-
contained by a range of 1.72% to 1.80% in terms of 10yr Treasury daily
closingyields. The upper boundary for that range is well-defined, not only
because it's been more frequently hit, but also because it coincides with the
21-day moving average. You'll be able to see this in today's chart as the
middle yellow line.

You'll also be able to see the problematic trend of "higher lows" in terms of
closingyields. In other words, even though yields have been contained by this

range, there's a negative trend underway inside that range, and it runs out of
room today. Average Mortgage Rates

Rate Change Points
Mortgage News Daily

30 Yr. Fixed 7.02% +0.03 0.00
15 Yr. Fixed 6.53% +0.03 0.00
30 Yr. FHA 6.55% +0.03 0.00
30 Yr. Jumbo 7.31% +0.01 0.00
5/1 ARM 7.24% +0.04 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: 5/16
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As seen in early
March, a break above 80 in fast
stochastics can be the start of
a break toward weaker levels. We'd
need the slow stochastic below to top out
and head back lower in order to get a stronger "buy" signal.
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As seen in the lower 2 sections of the chart, momentum indicators (in this case, fast and slow stochastics) definitely leave the
door open for pain in the event yields break higher this week. That said, this week's trading is quite dissimilar to late
February's in that we've been trending higher in yield very slowly. In contrast, the sell-off on March 1st that broke overhead
support and triggered the break in Fast Stochastics (red and blue lines) happened all in one precipitous day.

Bottom line, we're not necessarily doomed ust because the most recent example in stochastics paints a negative picture. In
fact, it could just as easily be argued that bonds have been rather resilient in the face of rising stocks, oil prices, and
corporate bond issuance. The battle is still balanced enough that it can go either way. The important part is to keep a careful
eye on overhead support and take the appropriate precautions if the ceiling breaks.

Today's only relevant data is Existing Home Sales at 10am. This is seldom a big market mover, but it can have an impact if it
falls far enough from consensus. Even then, we've seen plenty of other recent data fall far from consensus only to have
markets move back in the other direction after a brief, token reaction.

Subscribe to my newsletter online at: http://housingnewsletters.com/richhomeloans
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Expert Advice | Exceptional Service | Flawless Execution

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.

Rich E. Blanchard &
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