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The Day Ahead: Bonds Fight For
Consolation Prize: The Horizontal Range

After confirming a breakout from the "consolidation range" (the converging
lines tracing the lower highs and higher lows over the past 3 months)
yesterday, bonds move on to fight for the consolation prize--a consolidation
consolation, if you will.

The next type of range boundary after breaking a sloped ceilingis a simple,
flat ceiling marked by recent highs and/or historically significant trading
levels. In the current case, 2.52 and 2.55 have been relevant for 10yr yields.

Unfortunately, we're starting the day OVER 2.55 already (this may lead to a
discussion of the next ceiling at 2.64 by and by, but we'll cross that unhappy
bridge if we're forced to). For now, there's a fighting chance to hold one of
these ceilings, despite the fairly universally negative technical momentum
readings.
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2.55 is critical. Need to get back below if we
have any chance of continuing to view recent
trading as part of a range. 2.52 would be
even better. Risks are tilted toward remaining
outside the yellow lines in any event.

short term momentum still oversold (need these lines to move below
oversold to indicate that a bounce may be in the works). :

term momentum has room to worsen before hitting oversold

MACD (when the bars are rising, short term moving averages
continue pulling away from long term averages... another
sign that negative momentum remains intact)
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MBS & Treasury Market Data

Price/Yield  Change
MBS UMBS 6.0 100.61 +0.22
MBS GNMA 6.0 100.74 +0.21
10 YR Treasury 42818 -0.0784
30 YR Treasury 44857 -0.0440

Pricing as of: 7/5 5:59PM EST
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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.
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Just by way of checking in with the main underlying motivation for all the recent weakness, here's an updated OIS chart
showing that Fed hike expectations are still on a 100% trajectory.
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Overnight Indexed Swaps

(reliable Fed rate hike indicator)
have continued moving up this week;
and thus remain on the "100%
likelihood™” trajectory.

.125 (0-.25 Fed range)
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This morning's key event will be Draghi's ECB press conference, which begins now. The afternoon's 30yr bond auction could
serve as another focal point for volatility at 1pm.
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