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The Week Ahead: Are Bonds Invincible MBS and Treasury
. . Price/ Yield Change
?
Until Further Notice MBS UMES 6.0 vous 0.2
e Global yields begin week at new all-time lows 10 YR Treasury 49860 +0.0952
e Underlying reasons haven't changed 30 YR Treasury 53557  +0.0737
e What ends this? Pricing as of: 11/10 5:59PM EST
If you only look at the US as a representative of global financial markets, you T 4:%?%ﬁnnie Mae 6.0
might not see just how bond-friendly the current environment has been. .
Sure, 10yr yields hit new all-time lows before the open of domestic trading b

this week, but that's really about the most conservative thing that's going on -
right now for global bond markets.

Why is an all-time low of 1.377% on 10yr Treasuries conservative? Simply
put: context.

If we expand our view to include major bond markets around the world, we
quickly find that 1.377% on a 10yr yield is nothing. The global arms race A, 104 12F IF 4F

that's taken place in the wake of the financial crisis isn't about military power, 16-How 10-Hov

but rather, who can get their currency low enough to keep their economy

afloat through the next recession (and who can get their rates low enough to Average Mortgage Rates

grease the skids for ongoing government borrowing). Rate Change Points
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10 YR and Friends THOMSON REUTERS EIKON
30YR Fixed 7.30% +0.12 0.00
15YR Fixed 6.92% +0.09 0.00
:Nf J\ 30YRFHA 6.89% +0.07 0.00
'\m y i 30YR Jumbo 7.40% +0.03 0.00

|

W 7/6 SOFR 6.80% +0.31 0.00
30YRVA 6.90% +0.07 0.00

Rates as of: 11/10

0.00%

If you're Germany or Japan, why wouldn't you borrow as much as you could?
After all, you're getting paid to do it.
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All of the above makes the high 1.3's in US 10yr yields look a bit boring. After all, if Japan and Germany treated 0.00% as just
another yield on the way even lower, what's to stop US 10yr yields from treating the high 1.3's the same way? That, indeed, is
the question.

The answer is "not much." In fact, | thinkit's almost 100% likely that rates in the US will eventually be much lower. The only
uncertainty is timing. Will we continue pressing well into all-time lows this year or are we due a breather? Great question! |
wish | knew the answer--as do traders. Most of them have already made bets on rates bouncing in recent weeks and they've
since been forced to buy more bonds as their stop-loss levels have been hit.

Can this week's NFP impact this bigger picture? 1do think NFP is more important than it has been in light of last month's
super weak result. That said, the UK would have to have remained in the EU in order for this week's NFP to have a truly
massive impact. As it stands, the Fed is not at all likely to hike rates in 2016--let alone in July. This week's NFP would be very
hard-pressed to change that. In order to get July rate hike dialogue started, this would need to be one of those reports that
crushes the forecast and that revises the previous 2 reports significantly higher. If it happens to be weaker, however, that
could certainly encourage US rates to take another step toward becoming more like their global counterparts.

Subscribe to my newsletter online at: http://housingnewsletters.com/richhomeloans

Expert Advice | Exceptional Service | Flawless Execution

With 27+ years of expertise in mortgage banking you can be confident in my knowledge and abilities to deliver a seamless
loan transaction while providing personalized service.
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