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ALERT: llliquidity Distorting MBS Losses,
But There is Some Risk

If you haven't read the primer on why MBS prices can suddenly tank, even
when Treasuries aren't tanking, here it is. Definitely read it once so you know
what's going on when you see spikes in MBS prices that aren't accompanied
by similar spikes in Treasuries.

The current situation is tricky because MBS illiquidity is indeed distorting
price losses in MBS, but Treasuries are also breaking toward higher yields. If
MBS were following Treasuries in their typical fashion, the MBS losses
wouldn't be quite as steep, but they'd still be steep enough for the more
aggressive lenders to begin to consider negative reprices.

Fannie 3.5s are down 3 ticks or 5 ticks on the day, depending on which
microsecond you happen to be viewing. This is between 6 and 8/32nds from
the highs of the day. The 6/32nds of weakness is more realistic, but still
enough for repricerisk. 10yr yields are now up half a bp to 2.226, their
domestic session highs.
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MBS & Treasury Market Data

Price/ Yield Change

MBS UMBS 6.0 100.55 -0.25
MBS GNMA 6.0 101.31 -0.18
10 YR Treasury 4.3691 -0.0078
30 YR Treasury 45122 +0.0061
Pricing as of: 5/17 12:34AM EST
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

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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