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The Day Ahead: Here's What a Bond Rally
Costs in Terms of Stock Selling

Anything more than 20 points is a big day of selling in terms of the S&P, but
that's a small enough number to be relatively common, periodically. From
there, a sell-off of more than roughly 33 points becomes much less common.
By the time we're talking about anything over 50 points, examples are limited
to only a handful every year (and NONE from August 2011 through August
2015). Sell-offs of more than 80 points have occurred exactly 3 times during
the recovery from the Great Recession--all of them in 2018--and yesterday
was one of them.

The other two 80+ point S&P sell-offs were back in February, and we can
basically throw the 2nd one out as being driven by whipsaw that was part of
the same sell-off (aka, stocks bounced bigly on the way down and then
returned for only a bit more selling). That leaves us with only one solid
example for the purposes of comparing the current move.

When we looked at the longer-term chart yesterday, we noted that bonds
didn't move much at all by comparison. In relative terms, that's very true, and
the same was true yesterday. But back in 2018, the bond rally--while still not
nearly commensurate with the stock sell-off--felt a bit bigger and better.
Indeed it was! 10yr yields ended up moving nearly 25bps lower. So what
gives?

Simply put, the 2018 stock sell-off occurred over 5-8 days, depending upon
where you want to mark the start/stop. The biggest day of selling happened
when stocks were already near their lowest levels in a month. The overall
move was closer to 300 points whereas yesterday's move didn't quite make it
to 150 peak to trough (including overnight futures levels). This begs the
question: is our current rally about half the size of the February bond rally
then? The short answer is "yes, mostly!"
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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
vield 30 Yr. Jumbo 6.75% +0.07 0.39
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But there's a catch, and it's not really a promising catch as far as past precedent is concerned. In terms of closing levels, the
February bond rally was only about 10bps. That suggests intraday panic against the backdrop of a market that still hates
bonds. Moreover, remember that 2nd day of more than 80 points of stock selling from February? Bonds didn't rally at all on
that day. That means that the 25bp intraday move seen in the chart above had occurred in concert with only the first big day
of stock selling.

Bottom line: additional stock selling from here wouldn't necessarily guarantee more bond buying, at least as far as past
precedent is concerned.
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thanks for visiting this site

thank you for coming to website. Having been a loan officer for 20+year...I know first hand how important it is to stay on top

of the news and event that effect mortgage rates, regulation, and program guidelines. Let this web site be a resource for you.
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