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The Day Ahead: Bonds Try to Defend
Ceilings Amid Limited Data

While there are certainly some weeks with far fewer economic reports on
tap, the week ahead is still on the light side when it comes to the data that has
been moving markets of late. A few of the reports (like GDP and Durable
Goodes, for instance) have historical street cred, but they're not in the same
league as the key inflation metrics at the moment.

It was the Consumer Price Index (CPI) that served as the last major market
mover in terms of economic data (Friday before last). That instance of CPl is
still important to the current theme, because it gave bonds an opportunity to
more forcefully shift into a more positive stance, yet the entirety of the
following week (last week) was spent moving into weaker territory.

That first 4 days of last week could have been seen as a sign that bonds just
weren't ready to commit to more gains and that they were taking time to
consolidate before fully reversing the negative trend that lasted from early
September through early October. But this past Friday crushed those hopes.

Whether or not it was a surprise to political analysts, financial markets were
clearly surprised to see the Senate pass a budget resolution paving the way
for a tax reform bill that would only need 51 votes. Bonds had their worst
day in nearly 3 months, and the positive technical trends we'd been following
were suddenly turned on their heads.

10yr yields quickly found themselves defending against a break above 2.40%-
-an important technical level for much of 2017. Momentum technicals took
decisive turns for the worse in the short term. This can be seen in the
blue/red lines moving quickly higher in the following chart. Longer-term
momentum technicals haven't confirmed the negative move yet, but they're
definitely heading that way (grean/teal lines moving higher after failing to
make it past the middle dotted line, and the yellow bars at the bottom of the
chart getting close to moving back above the zero line).
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MBS & Treasury Market Data

Price /Yield Change
MBS UMBS 6.0 99.61 +0.14
MBS GNMA 6.0 100.40 +0.10
10 YR Treasury 46191 +0.0177
30 YR Treasury 47382  +0.0089

Pricing as of: 4/24 12:03AM EST
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Average Mortgage Rates

Rate Change Points
Mortgage News Daily
30 Yr. Fixed 7.38% -0.05 0.00
15 Yr. Fixed 6.82% -0.03 0.00
30 Yr. FHA 6.86% -0.05 0.00
30 Yr. Jumbo 7.58% -0.04 0.00
5/1 ARM 7.40% 0.00 0.00
Freddie Mac
30 Yr. Fixed 7.10% -0.34 0.00
15 Yr. Fixed 6.39% -0.37 0.00
Mortgage Bankers Assoc.
30 Yr. Fixed 7.13% +0.12 0.00
15 Yr. Fixed 6.64% +0.18 0.64
30 Yr. FHA 6.90% +0.10 0.99
30 Yr. Jumbo 7.40% +0.27 0.46
5/1 ARM 6.52% +0.11 0.60

Rates as of: 4/23

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.
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uptrend in rates intact

short-term momentum negative
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long-term momentum potentially reversing
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another look at reversal in longer-term momentum (if the bars break above the line)
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The bottom line is that although the week is beginning with modest resilience, the underlying trend remains unfriendly. It
will take a serious, sustained rally to change that outlook in the near-term. I'd personally want to see 10yr yields break below
2.28% this week before declaring the death of that uptrend.
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