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The Day Ahead: Bonds Attempt to
Consolidate Yesterday's Gains

After the overnight session led bonds to open in modestly weaker territory,
we're left with the sense that further gains aren't necessarily a given. As|
cautioned yesterday, the rally was entirely the result of CORRECTIVE forces
as opposed to the emergence of a new market moving theme. The takeaway
was that readjustment to Fed expectations on the part of bond markets
would be a finite endeavor. It will be "over" whenever a certain magic linein
the sand is reached in terms of trading levels and the yield curve (longer term
bond yields vs shorter term).

The overnight weakness isn't enough to confidently conclude we've reached
that magical line, so today and tomorrow are critical. We can watch the yield
range from Yellen's press conference yesterday as a good defensive ceiling.
This is arange of yields from 2.51-2.54. Remaining inside that range would
keep the outlook neutral. Breaking below would improve it, and breaking
above would be a warning that the aforementioned magic line was reached
on Fed day itself.

2.48% would be the better-case-scenario technical level to break. It shows up
in the following chart as well as several technical indicators for momentum.
They're not in unanimous agreement about what's going on right now, but
they're certainly in better shape than they were a few days ago. The
implication is that there's still hope, but that bonds won't get a free pass to
stronger levels without having to fight for it.
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MBS & Treasury Market Data

Price/Yield
MBS UMBS 6.0 100.78
MBS GNMA 6.0 101.43
10 YR Treasury 4.3337
30 YR Treasury 4.4807

Pricing as of: 5/16 8:03AM EST

Change
-0.02
-0.05

-0.0068
-0.0259
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Average Mortgage Rates

Rate Change Points
Mortgage News Daily
30 Yr. Fixed 6.99% -0.12 0.00
15 Yr. Fixed 6.50% -0.11 0.00
30 Yr. FHA 6.52% -0.06 0.00
30 Yr. Jumbo 7.30% -0.07 0.00
5/1 ARM 7.20% -0.09 0.00
Freddie Mac
30 Yr. Fixed 7.09% -0.35 0.00
15 Yr. Fixed 6.38% -0.38 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: 5/15

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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Even if we lose some ground today, MACD would show
positive momentum intact (descending bars).

Longer term momentum "crossed” (an early indicator of a
a potential momentum shift), but isn't sending a strong
signal yet.
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