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The Day Ahead: Post-Election Range
Threatened by Fed

As you're likely aware, rates have been in a very well-behaved consolidation
range since mid-November. The trendlines connecting the "lower highs" and
"higher lows became especially linear in 2017. After challenging the lower
boundary of the range last week, we've quickly moved to challenge the higher
boundaries this week (plural used because there are several ways to look at
the high end of the range).

In terms of the diagonally-sloped line that connects the highest closing yields
of the post-election period (the white line in the following chart) we've
already broken through as of yesterday. From there, we can consider the line
connecting the intraday highs (upper yellow line), and finally, one of several
horizontal pivot points marked by the teal lines.
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MBS & Treasury Market Data

Price/Yield
MBS UMBS 6.0 100.61
MBS GNMA 6.0 100.74
10 YR Treasury 4.2818
30 YR Treasury 44857

Pricing as of: 7/5 5:59PM EST

Change
+0.22
+0.21

-0.0784
-0.0440

T
s ‘?'D%ﬁﬂﬁ%nnie Mae 6.0

e B

B-Jul B-Jul

Average Mortgage Rates

Rate Change Points
Mortgage News Daily
30 Yr. Fixed 7.03% -0.05 0.00
15 Yr. Fixed 6.44% -0.01 0.00
30 Yr. FHA 6.50% -0.05 0.00
30 Yr. Jumbo 7.24% -0.01 0.00
5/1 ARM 7.05% -0.02 0.00
Freddie Mac
30 Yr. Fixed 6.95% +0.09 0.00
15 Yr. Fixed 6.25% +0.09 0.00
Mortgage Bankers Assoc.
30 Yr. Fixed 7.03% +0.09 0.62
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

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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There's no tricky magic or science here. The more of those upper trendlines we break, the worse the outlook becomes.
Considering that yields tend to rise into Fed meetings where a hike is strongly expected, and that the next Fed meeting is
more than a week away, it's a very good time to be defensive about the risk of breaking the high end of the range.

IF that DOESN'T happen, the extent to which 10yr yields have held their ground around 2.50% will be nothing short of
impressive.

In the shortest-term, we have 2 big Fed speakers on tap this afternoon (Yellen and Fischer). This is a tricky scenario. On the
one hand, we've already heard Yellen talk pretty assumptively about a March hike. She might not do any more to convince
markets it's going to happen.

On the other hand, even if Yellen simply avoids "pushing back" on recent hawkish Fed comments, markets could take that as
the final confirmation that the Fed is planning to hike in a week and a half.

The wild card possibility is that these end up being the sort of Friday afternoon speeches where no newsworthy comments
come out. Either way, the 1pm ET time frame is a potential hot-bed for volatility until and unless that can be ruled out.

The 10am ISM Non-Manufacturing data is also a potential market mover, but it would need to fall fairly far from the
forecast. In general, we've seen markets pass over econ data this week in favor of Fed comments.
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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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