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The Week Ahead: Can Bonds Confirm The
Breakout?

A resilient performance at the end of last week means that bonds have easily
staked a claim to a sideways range that's been intact for more than 2 months
now. We had been following a slightly negative trend in Treasuries (seen in
the yellow lines below), but even that trend was completely contained by the
prevailing sideways range. As of Friday, 10yr yields were making a case to
part ways with the negative trend by ending the day below the yellow line for
the first time since the trend began in mid April.
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The bottom portion of the chart has a slow stochastic oscillator--a technical
overlay that helps track momentum. As far as stochastics are concerned,
negative momentum topped out and reversed course last week, but there's a
catch. There are two catches actually. First off, stochastics don't predict the
future. They can often give false positives on reversals. More importantly,
this was a very weak signal compared to past examples. It's more a byproduct
of the sideways range.

If we zoom the chart out, we can see how this reversal signal stacks up versus
stronger examples.
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MBS & Treasury Market Data

Price/ Yield Change
MBS UMBS 6.0 100.21 +0.15
MBS GNMA 6.0 101.11 +0.20
10 YR Treasury 44672 +0.0097
30 YR Treasury 4.6085 +0.0101

Pricing as of: 5/7 10:05PM EST
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Average Mortgage Rates

Rate Change Points
Mortgage News Daily
30 Yr. Fixed 7.19% -0.06 0.00
15 Yr. Fixed 6.64% -0.04 0.00
30 Yr. FHA 6.62% -0.02 0.00
30 Yr. Jumbo 7.41% -0.04 0.00
5/1 ARM 7.30% -0.02 0.00
Freddie Mac
30 Yr. Fixed 7.22% -0.22 0.00
15 Yr. Fixed 6.47% -0.29 0.00
Mortgage Bankers Assoc.
30 Yr. Fixed 7.24% +0.11 0.66
15 Yr. Fixed 6.75% +0.11 0.64
30 Yr. FHA 7.01% +0.11 0.94
30 Yr. Jumbo 7.45% +0.05 0.56
5/1 ARM 6.64% +0.12 0.87

Rates as of: 5/7

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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The week ahead brings what has traditionally been the most important slate of econ data on any given month (ISM reports
and the Jobs report on Friday). We have yet to see a meaningful market reaction to the data, largely because it has been too
soon. As quarantine policies ease throughout the country, it will be interesting to see whether markets view this as an
informative shift in the data or still something that was to be expected. | would lean toward "to be expected." The broader
sentiment on risk has clearly been a motivation for both stocks and bonds and the ramp-up in expectations for an official QE

announcement from the Fed next week has helped bonds stay in their sideways range even a stocks suggest more bond
market weakness.
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