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The Day Ahead: Apart From Speculation, All
We Have Are These Technical Levels

On aweek where the calendar of events had every right to push bond yields
more decisively away from their most important recent technical level
(2.795% in 10yr yields), we've instead seen a narrow consolidation centered
on that same indecisive technical level. There are afew moving parts to
consider when attempting to anticipate the next move, but ultimately, the
way yields move with respect to established technical levels will be our best
source of guidance until the next big trend in 2018 makes itself clear.

What do | mean by "moving parts?

1. We have to ask ourselves how much bonds have done to "price-in" various
headwinds. These include the Fed's rate hike path, the increase in Treasury
issuance to pay for fiscal policies, and any remaining acceleration in
growth/inflation.

2. We have to wonder how much the stock market has priced-in its "second
wind." By that, | mean the pop higher beginningin late 2016, just when it
looked like a long bull market might finally be leveling off. That "pop" was
ostensibly the pricing-in of whatever fiscal policies would come from the
GOP controlling both chambers of Congress and the hot seat. The first part
of the rally says "we're not totally sure what they'll come up with." The
second part of the rally (and the sell-off in bonds) says "oh, | guess they're
doing tax cuts and paying for it with Treasury issuance."

What do | mean by "the way yields move with respect to technicals?"

Simply put, a "technical level" is any price, yield, or trendline that has proven
to be more relevant than other prices, yields, or trendlines. "Important,” in
this context, typically means that the price/yield is more likely to bounce
when encountering the technical level, but it can also mean the technical
level is serving as a central point of gravity, around which the price/yield is
orbiting.
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MBS & Treasury Market Data

Price / Yield Change
MBS UMBS 5.0 99.37 +0.02
MBS GNMA 5.0 99.93 +0.02
10 YR Treasury 3.9068 +0.0029
30 YR Treasury 41960 +0.0028

Pricing as of: 9/17:34PM EST
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Average Mortgage Rates
Rate Change Points

Mortgage News Daily

30 Yr. Fixed 6.43% +0.02 0.00
15 Yr. Fixed 5.95% 0.00 0.00
30 Yr. FHA 5.82% +0.02 0.00
30 Yr. Jumbo 6.62% 0.00 0.00
5/1 ARM 6.28% -0.01 0.00
Freddie Mac

30 Yr. Fixed 6.35% -0.51 0.00
15 Yr. Fixed 5.51% -0.65 0.00
Mortgage Bankers Assoc.

30 Yr. Fixed 6.44% -0.06 0.54
15 Yr. Fixed 5.88% -0.16 0.68
30 Yr. FHA 6.36% -0.06 0.85

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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Rate Change Points
2.795% is important for both of those reasons at the moment. It had been a 30 Yr. Jumbo 6.75% +0.07 0.39

f|rn? floor, then a firm ceiling, a.nd non a c?ntral point of gravity. The other 5/1 ARM 598% -0.27 0.65
horizontal levels on the chart give us lines in the sand to assess the next move Rates < of: 8/30

away from 2.795. The white lines show the dominant trend of the past few months. If yields break above the upper white

line, it would call the trend into question. If yields break through the yellow dotted line, it would suggest the white-line trend

can continue.
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Longer-term, positive trend Yield

Yellow dotted line shows
more recent consolidation
centered on the key
technical level 2.795

Subscribe to my newsletter online at: http://housingnewsletters.com/stephenmoye

thanks for visiting this site
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