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The Day Ahead: Bonds Quickly Find
Themselves Defending 2.55% Ceiling

The domestic bond market woke up this morning to find itself pushed up
against the same ceiling that had offered a friendly bounce late last week.
Between now and then, we've seen solid enough progress to reinforce that
ceiling, but now it is called into question after a few short hours of bad luck.

Isit luck, though? Or is there some logical cause and effect in play?

The overnight news and resulting chatter from traders and analysts blames
one thing for this particular move: the Total Social Financing (TSF) figure
released by China at 4am ET (also referred to as Aggregate Financing,
essentially "loans"). The contention is that strong loan growth turns the cogs
of the Chinese economy, thereby decreasing the odds of a global growth
slowdown led by China and Europe.

Easy enough to connect those dots, but why do we suddenly care about this
TSF business? That's a good question. Indeed, | can find little mention of its
market moving capability in more than 11 years of detailed notes and email
records (and there are plenty of daily outlooks and recaps from analysts and
trade desks in my email). In those 11 years, it was mentioned only a handful
of times and never in such a way as to deserve credit for a move like we're
seeing today.

Casting additional doubt on this narrative is the fact that a big pop in China's
March TSF number (which is what was reported today) is often preceded by
an even bigger pop in January. Take my word for it that if we look at the few
years preceding the chart below, the pattern plays out with similar regularity
(it would have made the chart too hard to read to squeeze it all in).
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MBS & Treasury Market Data

Price / Yield Change
MBS UMBS 5.0 99.35 -0.16
MBS GNMA 5.0 99.91 -0.04
10 YR Treasury 3.9039 +0.0424
30 YR Treasury 41932 +0.0468

Pricing as of: 8/30 5:59PM 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



mailto:stephen.moye@nafinc.com
https://www.newamericanfunding.com/mortgage-loans/stephenmoye
http://www.marketnewsletters.com
http://housingnewsletters.com/stephenmoye

Mortgage Market Commentary April 12,2019

Rate Change Points
China Aggregate Financing
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Clearly, there's something going on with the timing or the reporting of Chinese loans, and it wouldn't necessarily be a big
surprise to see the biggest March after the biggest January. In fact, it was more surprising NOT to see that pop in 2018.

Zooming into the intraday chart, we can see that the 4am release of the TSF data definitely hit the stock market. At first
glance, it looks like it hit bonds too, but it wasn't really until 4:25-4:30am that 10yr yields really started moving up.
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In looking at the chart above, we need to remember that it's NOT the correlation between stocks and bonds that's on trial.
It's the TSF data. We can't give that credit for much more than the first little pop in stocks. There were too many other
pleasant market surprises later in the morning (EU and US economic data, bank earnings, German central bankers talking
about stimulus boosting growth). And while we can give a stock surge some credit for coinciding with a "risk-off" movein
bonds, we can't give it all the credit.
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In the even bigger picture, we are still in the midst of a correction to what may have been an overly-aggressive breakout from
the Q1 trend in March.
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Ever since that breakout bottomed out, I've warned that a return to 2.55% was possible. It looked like that had already
happened last week and we were clear to begin sailing off into the sunset. Today's weakness throws those plans into
question. If we don't get a solid bounce today or Monday, we'll be looking for our next ceiling somewhere between here and
the top of the 2019 range.
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Subscribe to my newsletter online at: http://housingnewsletters.com/stephenmoye

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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