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The Day Ahead: Are Bond Markets Reading
From Same Scary Script?

There are no significant economic reports or scheduled events on tap for
today. This will give us an opportunity to feel out the new trading ideas, not
only for the rest of the week (which ends with Friday's NFP), but for the
month of October in general.

It turns out that October is historically an interesting month for markets. If
you've been following rate movements closely for more than a few years, it
likely has a negative connotation after having been etched into your memory
as a bad month for 5 straight years beginning in 2008. True, things changed
in 2013, but recall that it took a big "reset" in the form of the taper tantrum to
pave the way for the past 3 years of gradual improvement.

The biggest question on every bond analyst's mind is whether the past 3 years
have been a "necessary correction" before the long-term trend toward lower
rates continues, or whether we are setting ourselves up to repeat the 2012-
2013 pattern of "all-time low in rates" followed by a few months of
consolidation before a "shock" pushes rates significantly higher.

Eerily, rates hit all time lows in July of 2012 and 2016. Whereas we had the
Fed and the taper tantrum providing the shock in early-mid-2013, this time
around, we have the expiration of ECB bond buyingin early 2017. After all,
part of the recent move toward higher rates had to do with Draghi's
unwillingness to forcefully precommit to more easing to follow the current
scheduled round (how dare he!!).

In the following chart, each candlestick represents an entire month of trading
in 10yr yields. Red means the month closed higher than it opened (i.e. a losing
month).
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MBS & Treasury Market Data

Price/Yield  Change
MBS UMBS 6.0 99.78 +0.32
MBS GNMA 6.0 100.74 +0.26
10 YR Treasury 45748 -0.0047
30 YR Treasury 47192 -0.0098

Pricing as of: 5/3 5:10AM EST
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Average Mortgage Rates

Rate Change Points
Mortgage News Daily
30 Yr. Fixed 7.37% -0.04 0.00
15 Yr. Fixed 6.82% -0.02 0.00
30 Yr. FHA 6.82% -0.06 0.00
30 Yr. Jumbo 7.55% -0.05 0.00
5/1 ARM 7.42% -0.08 0.00
Freddie Mac
30 Yr. Fixed 7.22% -0.22 0.00
15 Yr. Fixed 6.47% -0.29 0.00
Mortgage Bankers Assoc.
30 Yr. Fixed 7.24% +0.11 0.66
15 Yr. Fixed 6.75% +0.11 0.64
30 Yr. FHA 7.01% +0.11 0.94
30 Yr. Jumbo 7.45% +0.05 0.56
5/1 ARM 6.64% +0.12 0.87

Rates as of: 5/2

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.

Read or subscribe to my newsletter online at: http://housingnewsletters.com/richhomeloans
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Are markets reading from 2012 script?
(i.e. all-time lows in July followed by 3
consecutive months of moderate weakness)

Will Europe and Japan provide the 2017 equivalent
to the Fed-induced taper-tantrum in 20137
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