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The Day Ahead: Bonds Locked in Tight MBS & Treasury Market Data
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hyperinflation monster feared by the old guard of market watchers, inflation
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reports haven't been market movers until just recently.

The shift has to do with the Fed's inability to reliably create or predict il o E:D%Wgﬁgnnie Mae 6.0
inflation. It used to be something markets figured the Fed could control,

especially in light of the fact that Fed policies were credited with saving the

world from late 70's hyperinflation. But these days, the Fed's gear shifts don't :

seem to be connected to the same sort of transmission. Maybe it's time for a A{ ".“" .rhr"l‘kl%qd%

tune-up, or maybe they had the throttle pinned so hard in the early 80's that pomy 10041
the efficiency of the transmission didn't really matter. NA‘*
Either way, it's quite clear that the pace of future Fed rate hikes and the o

permanence of the Fed's balance sheet reduction plan (likely to be announced
next month) depends almost entirely on inflation, as conveyed by key reports
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like PCE and this Friday's CPI. Assuch, it's not hard to imagine that markets
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A "major break" in this context would be below 2.22% or above 2.34%. If we Mortgage News Daily
only look at the past 5 days of trading, 2.28% becomes the ceiling and 2.25% 30 Yr. Fixed 7.09% +0.07 0.00
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indicators haven't rolled over in a friendly way. As long as 2.22%--and 30 Yr. FHA 6.62% +0.07 0.00
especially 2.25%--remain intact, the outlook errs on the defensive side 30 Yr. Jumbo 7.35% +0.04 0.00
heading into Friday's data, or at least through Thursday afternoon's bond 5/1 ARM 7.30% +0.06 0.00
auction. Traders might take Thursday as an opportunity to reset the dominos Freddie Mac
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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
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