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MBS Recap: Bonds Set Up For Maximum MBS & Treasury Market Data

. . Price /Yield Change
AnXIety Headlng Into NFP MBS UMBS 6.0 100.61 +0.22
Bonds began the day in weaker territory and were approaching the highest MBS GNMA 6.0 100.74 +0.21
yields of the past 2 months by mid-morning. Part of the negativity could have 10 YR Treasury 42910 +0.0092

been driven by the higher Labor Cost data (+4.3 vs +2.1 forecast) which can
speak to higher worker compensation, and thus, inflation. But the lion's share
of weakness was simply due to the way the chips fell with respect to the new

month's trading positions. T
e ‘?'D%ﬁﬂ'l-l':{“lq—]:’-mnie Mag 6.0

30 YR Treasury 44881 +0.0024
Pricing as of: 7/7 11:56PM EST

More simply put, there is always a certain amount of trading momentum that i

just 'happens' at the beginning and end of any given month. There's no way to

know which way it will push markets, but it's easy to identify in hindsight. v
Bottom line, that's just the way traders were trading this morning. All we M
could do was hope for a weak ISM number. {_J*IM |'|‘|‘1

L]

Indeed, we got a weak ISM number (49.4 vs 52.0 forecast and 52.6
previously). This was bad enough to instantly erase the losses that had
occurred in the first few hours of the day. The stronger trading levels forced

some traders to cover their short positions in bonds (bets on rates moving & Jul & Jul

higher). So-called "short covering" is accomplished by buying bonds.
Short-covering isn't really a positive development in the bigger picture. It's Average Mortgage Rates
sort of an artificial rally, because the gains aren't driven by traders with a Rate Change Points
desire to own bonds (again, it's a desire to get back to 'neutral’ on bonds that Mortgage News Daily
had previously been sold). This point was emphasized by the fact that yields 30 Yr. Fixed 7.03% -0.05 0.00
never made it past yesterday's lows, despite a good amount of intraday .
15 Yr. Fixed 6.44% -0.01 0.00
improvement. As such, we head into tomorrow's NFP data with bonds STILL e ?
O,
almost perfectly in the center of their recent range, just waiting for NFP to 30 Yr. FHA 6.50% -0.05 0.00
give them a reason to test that higher range boundary again. 30 Yr. Jumbo 7.24% -0.01 0.00
) ) ) 5/1 ARM 7.05% -0.02 0.00
I'll be extra clear here: | don't think an exceptionally strong NFP is the sort of Freddie Mac
thing bonds can bounce back from at the moment. In the event of a major :
sell-off tomorrow, the wild card would be next week's ECB Announcement 30 Yr. Fixed 6.95% +0.09 0.00
(Thursday). 15 Yr. Fixed 6.25% +0.09 0.00
Y
) ) Mortgage Bankers Assoc.
Subscribe to my newsletter online at: 30" Fixed S 03% 009 0.0
http://housingnewsletters.com/richhomeloans r.Fixe e o :
15 Yr. Fixed 6.56% +0.09 0.54
30 Yr. FHA 6.90% +0.11 0.95
30 Yr. Jumbo 7.11% -0.01 0.50
5/1 ARM 6.38% +0.11 0.54

Rates as of: 7/5
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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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