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MBS Recap: Sky Continues Falling For Bond
Markets

In the Day Ahead, we discussed the concept of 'momentum’ in bond markets.
| likened the current momentum situation to an unexpected running of the
bulls. The "bull" reference had nothing to do with the market's animal spirit
archetypes and everything to do with a throng of big angry things that might
trample you.

I don't know about you, but when a throng of big angry things is running at
me full tilt, | tend to turn and run the other way. If you're a trader and the
angry throng happens to be comprised of bond sellers, you tend to sell first
and ask questions later. The sheer enormity of the market population seeking
to sell bonds quickly becomes its own justification for existence. You don't
need to know WHY so many people are selling bonds, only that you better get
onboard, or you're going to have a very unprofitable day/week/month.

A notion that goes hand in hand with momentum is that of "repricing." I'm
not referring to mortgage lenders issuing reprices, but rather to the rapid
adjustment to a new reality in the marketplace. When major changes take
place--especially changes whose implications aren't readily understood,
there's arush among market participants to make sense of the new
developments. Markets increasingly made sense of Trump victory (and
perhaps just as importantly, the GOP sweep of Congress) by assuming a few
probabilities:

e decreased regulation

e increased spending

e potential protectionist trade policies

e |ower taxes

All of the above combine to paint an almost alarming picture for inflation--
the kind of inflation the Fed wishes it could engender by simply throwing a
bunch of money into the market. In short, there has been a rapid repricing of
therisk that inflation can actually be engineered in the long term. It was this
conclusion that got the momentum started and the past two days have simply
served as the venue for that momentum to run its terrible course.

The attached video has additional thoughts on how to navigate these sorts of
uncommonly volatile moves.
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MBS & Treasury Market Data

Price/Yield
MBS UMBS 5.5 99.39
MBS GNMA 5.5 99.75
10 YR Treasury 4.2515
30 YR Treasury 44851

Pricing as of: 7/23 5:59PM EST
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Average Mortgage Rates

Rate Change Points
Mortgage News Daily
30 Yr. Fixed 6.87% -0.02 0.00
15 Yr. Fixed 6.32% -0.01 0.00
30 Yr. FHA 6.33% 0.00 0.00
30 Yr. Jumbo 7.05% 0.00 0.00
5/1 ARM 6.59% +0.01 0.00
Freddie Mac
30 Yr. Fixed 6.77% -0.09 0.00
15 Yr. Fixed 6.05% -0.11 0.00
Mortgage Bankers Assoc.
30 Yr. Fixed 7.00% -0.03 0.60
15 Yr. Fixed 6.63% +0.07 0.61
30 Yr. FHA 6.87% -0.03 0.92
30 Yr. Jumbo 7.13% +0.02 0.38
5/1 ARM 6.22% -0.16 0.60

Rates as of: 7/23

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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FIX Your Rate, Cash Out, Purchase, Reverse. Text or Call 949-887-
7289

Breton is a Branch Manager & Sr Loan Officer at the top of his field for over 15 years. Transparency & treating people like
family is how he has built a solid network of referral & repeat business over the years. Candor and expertise is how he
communicates & consistently closes on time getting the best loan possible. With Geneva Financials’ wide array of products
& its seamless, straightforward process he will be able to find you the best mortgage structured the right way. With a
positive attitude, Breton is consummate pro who is honest, upfront & shoots it to you straight. 949-887-7289
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