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The Day Ahead: Battle To Remain In New
Range Rages On

One of the most stunning and profound features of the past week of trading
days has been the intensely higher volumes-especially in the overnight
trading sessions. Typically a strong day of volume in 10yr Treasuries futures
is anything over 1m contracts. The past 5 days have each had over 2m
contracts, and the same can be said for 8 out of the 9 past days. That puts itin
league with the most action-packed moves of the past several years, including
the epic rally in August that followed the US/China trade war flare up.

We've also seen these sorts of volume surges when bonds are in the process
of bouncing at a big picture ceiling or floor. And that's a sobering reminder
as to what's at stake here. Granted, yields haven't quite hit the recent
extremes (down at 1.44% from last summer), but the same was true of
October 2018. At that time, yields were fighting a battle at long-term highs
instead of lows. There were multiple days with volume over 2m contracts
despite yields merely re-approaching (but never breaking) the highs seen
earlier in the same month.

Simply put, this is what we see when markets are on the edge of their seats
watching a big reversal play out. Based on the nature of the recent rally (i.e.
motivated by a temporary factor that will more-than-likely be much less of a
factor in a matter of weeks) this was always a risk, if not an outright
likelihood. Granted, the reversal is happening sooner than some may have
expected, but it was always going to happen (probably). The only thing that
would derail or delay ongoing challenges for bonds would be an unexpected
deterioration in the coronavirus outbreak. At present, pace at which the
disease has been spreading is slowing.
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MBS and Treasury

Price /Yield Change
MBS UMBS 6.0 99.43 -0.62
10 YR Treasury 49860 +0.0952
30 YR Treasury 5.3557 +0.0737

Pricing as of: 11/10 5:59PM EST
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Average Mortgage Rates

Rate Change Points
Mortgage News Daily
30YR Fixed 7.30% +0.12 0.00
15YR Fixed 6.92% +0.09 0.00
30YRFHA 6.89% +0.07 0.00
30YR Jumbo 7.40% +0.03 0.00
7/6 SOFR 6.80% +0.31 0.00
30YR VA 6.90% +0.07 0.00

Rates as of: 11/10

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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Confirmed cases in mainland China according to the

National Health Commission daily reports!'l (v-7-g)

2020-01-16 LY — )
2020-01-17 62 (+38%)
2020-01-18 121 (+95%)
2020-01-19 198 (+64%)
2020-01-20 291 (+47%)
2020-01-21 440 (+51%)
2020-01-22 571 (+30%)
2020-01-23 830 (+45%)
2020-01-24 1,287 (+55%)
2020-01-25 1,975 (+53%)
2020-01-26 2,744 (+39%)
2020-01-27 4,515 (+64%)
2020-01-28 5,974 (+32%)
2020-01-29 7,711 (+29%)
2020-01-30 9,692 (+26%)
2020-01-31 11,791 (+22%)
2020-02-01 14,380 (+22%)
2020-02-02 17,205 (+20%)
2020-02-03 20,438 (+19%)
2020-02-04 24,324 (+19%)
2020-02-05 28,018 (+15%)

10yr Treasuries are fighting for the survival of the recently lower range and the front line is 1.67%. Yields were temporarily
higher overnight and are less than 1bp away to begin the domestic session. There are no significant scheduled events on tap
today, thus leaving markets completely free to react to headlines or to simply trade based on technicals and tradeflow cues
(i.e. traders watching how other traders are trading in the bond market and beyond).
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