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The Week Ahead: Bonds Set to Battle a MBS & Treasury Market Data
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connecting the trend of "lower highs." The yellow lines denote "the gap"
from 2.15-2.17, which has been an important inflection point since the US
presidential election (i.e. after breaking above in Nov 2016, we have yet to
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Average Mortgage Rates
Rate Change Points
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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
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5/1 ARM 7.05% -0.02 0.00
The biggest problem with breaking lower this week is that we get an on-cycle Freddie Mac
Fed Announcement next week (one of the 4 Fed announcements per year that 30 Yr. Fixed 6.95% +0.09 0.00
includes economic pI’OJ.eCtIOI’lS and a pr.ess—<fonference——thoug.ht. to be the 15 Vr. Fixed 6.95% +0.09 0.00
Fed's preference when it comes to making bigger changes or hiking rates).
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Bonds may not be keen to breaking convincingly below such an important 30 Yr. Fixed 7.03% +0.09 0.62
pivot point until getting clarity on the Fed policy path. Even if weldo;ee a 15 Yr. Fixed 6.56% +0.09 0.54
break, the looming Fed Announcement will probably serve to stifle the
. L. . Yr. FHA .90% +0.11 0.95
momentum that would otherwise be suggested (which is quite a lot, from a 80¥r 6.90%
technical perspective). 30 Yr. Jumbo 7.11% 001 0.50
5/1 ARM 6.38% +0.11 0.54
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Economic datais limited, with key releases being today's ISM Non-Manufacturing index at 10am and--well--not much else.
Apart from economic data, there are three key events on Thursday. If you turn your attention to the chart above one more
time and recall the mid-April bounce, one of the events in play at the time was British Prime Minister May's call for an early
election. That happens on Thursday, but it's probably the least potent of the three market movers (because there's strong
consensus on the results).

The second event this Thursday is the European Central Bank Announcement. There hasn't been much buzz about any major
changes being discussed, although markets will continue to be on guard for any sign of tapering (they're still expanding the
balance sheet over there!).

Finally, there's the much-anticipated Comey testimony regarding the events surrounding his firing (Trump, Flynn, Russia,
etc.). This could be a watershed moment in global politics, or a frustratingly anticlimactic collection of cryptic comments
that markets could take either way.

Considering the possibility that bonds have been trading as well as they have in order to position for such a potential Comey
bombshell, it's a good idea to stay on guard for the absence of such bombshells. That absence would almost certainly
coincide with a definitive break above the recent rally trend and/or a definitive bounce up from the 2.15-2.17 gap.
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