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The Day Ahead: What Stock Lever? Bonds
Tanking Without Any Help

We've been increasingly wary about a potential break of the recent
consolidation/rally trend--the one that saw yields move sideways to slightly
stronger from late Feb through early April. Yields tiptoed to the top of that
range as of Tuesday and then fired a more forceful warning shot with a bigger
breakout yesterday. Today looks set to continue the destruction of the trend
with sharp losses overnight.

Where might this be going? With 2.86% breaking and 2.91% already being
tested, there's really only the super-long-term highs at 2.95+ remaining. To
see anything higher, we have to go back more than 4 years. If that breaks,
there's not much overrun until we're looking at 2011's levels in the low 3's as
the supportive ceiling.
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Yields have now forcefully broken out

of the consoldation pattern centered on
March (yellow lines) and are already
challening technical ceilings that imply
another showdown with long-term highs.
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But let's slow down a bit. We'll cross those big, scary bridges if we come to
them (granted, pretty much everyone thought we'd see at least 3.2% this year,
so it's not like this is new, groundbreaking analysis. It's only in the past few
weeks that analysts have begun to wonder if the top may already be in on
yields). For now, let's just revisit a recent thesis about stocks driving bonds.
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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.

Read or subscribe to my newsletter online at: http://housingnewsletters.com/stephenmoye
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Specifically, stocks aren't driving bonds today! Rate Change Points
30 Yr. Jumbo 6.75% +0.07 0.39

In fact, stocks are slumping even as bond yields rise. So what gives? I'm
5/1 ARM 5.98% -0.27 0.65

guessing the stock slide will end up being attributed to rising bond yields Rates ae of- 8/
(which is laughable). A bigger deal over the past 2 days has been Fed speeches. Yesterday, D ugPey said he expects conditions
to become restrictive--something that's bad for both stocks and bonds. This morning, Brainard said she's worried about
"pro-cyclical pressures" including rising asset prices and leverage. This is significant because Brainard is majorly dovish.
And when the doves start talking like hawks, you know the entire committee is considering ratcheting up its removal of
accommodation.

While all of that is scary in the bigger picture, it's not the Fed reaction that's driving higher yields this morning--at least not
exclusively. How do we know? Simply put: the yield curve is also steepening. That means traders are selling 10 and 30yr
bonds much faster than 2yr notes. And 2yr notes are closely correlated with Fed rate hike expectations. This looks like an
old-fashioned technical bounce in the yield curve--something we've seen time and again as the curve continues to set new
post-crisis records in 2017/2018.
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Subscribe to my newsletter online at: http://housingnewsletters.com/stephenmoye

thanks for visiting this site

Stephen Moye a
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