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Clarify ECB Tapering Announcement MES UMES 6.0 10040 045
The European Central Bank (ECB) changed things up today, to some extent. MBS GNMA 6.0 100.78 +0.04
Unlike the Fed, which always unveils its big policy changes in the 10 YR Treasury 4.4223  +0.0454

"announcement" itself, the ECB historically tends to address interest rate
changes in the announcement and save QE-related adjustments for the press
conference. This practice was so well established that | even sent out a
previous "Day Ahead" to MBS Live subscribers talking about how we'd be EH7104 E:DQPE;ET : .
waiting until the 8:30am press conference to find out the important stuff. O¥RFannie Mae 6.0

30 YR Treasury 45610 +0.0549
Pricing as of: 5/17 5:59PM EST

Turns out the joke's on me (and the rest of the world, for that matter) as the
ECB flipped the script and made the tapering announcement in the 7:45am

release. A{ | ".“" .err"Jl‘j“l W'H;I *‘]M

Markets have taken it quite well so far, which isn't too surprising considering
the extent to which some sort of tapering was heavily telegraphed and
generally widely expected. For what it's worth, the tapering plan is to reduce
asset purchases from 80 to 60 billion Euros after the current program expires
in March 2017, and then to quit cold turkey after Dec 2017. -
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The ECB threw in a major caveat though, saying they could increase the pace
during that time and they could decide to keep buying assets after Dec 2017 Average Mortgage Rates
if needed. They even put part of the onus for such a decision on "financial Rate Change Points
conditions." In other words, "if markets have a big enough tantrum..." Mortgage News Daily
30 Yr. Fixed 7.09% +0.07 0.00
The 8:30am Draghi press conference isn't without its potentially important e ?
T O,
bombshells, however. Whereas most market stakeholders expected some 15 Yr. Fixed 6.56% +0.03 0.00
sort of tapering announcement, there isn't a consensus on how the ECB will 30 Yr. FHA 6.62% +0.07 0.00
adjust its policies in order to continue buying bonds if needed. Why would 30 Yr. Jumbo 7.35% +0.04 0.00
they need adjustment? Simply put, bec.ause the ECB i.s ltunning ouif of eligible 5/1 ARM 7.30% +0.06 0.00
bonds to buy. They have to change their rules (or their interpretation of the Freddie Mac
rules) in order to even reserve the right to continue buying after the Dec :
expiration, or to re-up the €80 bln pace between March and December. 30 Yr. Fixed 7.02% -0.42 0.00
Draghi will discuss that strategy at the upcoming press conference. 15 Yr. Fixed 6.28% -0.48 0.00
Mortgage Bankers Assoc.
Subscribe to my newsletter online at: 30 Yr. Fixed 7.08% -0.10 0.63
http://housingnewsletters.com/richhomeloans 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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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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