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The Day Ahead: Bonds Hoping to Confirm MBS & Treasury Market Data

Last Week's Potential Shift S UMES 6.6 rice/ Yiee chanee
e Technicals were looking good late last week MBS GNMA 6.0 100.74 +0.21
e But somerisk that month-end trading was painting a rosy picture 10 YR Treasury 43081 +0.0263
* welllfind out this week! 30 YR Treasury 45022  +0.0165

Pricing as of: 7/8 7.53AM EST
Last week marked the first convincing attempt on the part of the bond market
to break the uptrend that began on April 8th. That trend carried 10yr yields TS24 S00PM EST o 1136 5.0
from just under 1.7 to 1.94 before the Fed Announcement finally put an end
toit. But with the Fed Announcement on Wednesday and month-end on
Friday, was that enough time to 'confirm' the shift that some of the technical

indicators suggested? ‘I‘“WW -

First of all, let's break down what we mean by a "technical shift." Simply put, f’klM,T
these are tipping points at which various technical studies (math and rules .
applied to market movement designed to assess momentum and potential

shifts in trends) hit a certain level to indicate the end of an old trend, the start

of anew trend, or simply to suggest "buy/sell" signals from a trading - 104 12P P 4P
standpoint. E-Jul 5 Jul

For instance, in the following chart, the lower 3 panes all have positive shifts Average Mortgage Rates

for the reasons marked. The upper pane, however, suggests a more equivocal Rate Change  Points

stance, with 10yr yields still having trouble breaking below the middle

. . Mortgage News Daily
Bollinger Band (also the 21-day moving average).

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
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Looking equivocal and 'consolidative’
) Yield

because yields haven't yet broken L 040
below middle band

looking good because stochastic
lines moved back under
‘oversold' (upper flat line)

looking good because of the stochastic lines crossing

initial cross 4/29,
confirmed 4/30

looking good because bars are descending
began 4/29, confirmed 4/30
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Long story short, we were hesitant to declare a positive shift last week without reservation and we expect this week to bring
enough information and market movement to clear things up. Major data points include the two ISM reports today and
Wednesday, and of course, NFP on Friday.
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