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The Day Ahead: Repeating Eerie Historical MBS & Treasury Ma:lfet/ Iaalt: .
Patterns. Maybe It's Nothing, But... rice / Yie ange

MBS UMBS 6.0 100.40 -0.15
When things have been unexpectedly as good as they have been for as long as MBS GNMA 6.0 100.78 +0.04
they have been, one of the side-effects can be increased anxiety about the 10 YR Treasury 4.4223  +0.0454
good times going away. As the bond rally stretched to even stronger levels at 30 YR Treasury 45610 +0.0549

::tl'fl end of last week, it was hard not to ask, yet again, "ok, so was that finally Pricing as of: 5/17 5:59PM EST
Before we get to addressing one interesting response to that question, let's be il o E:D%Wgﬁgnnie Mae 6.0
clear about a few things. First of all, there are nice pockets of bond market

gains, and then there is the bigger picture. The bigger picture is one,

immense, ongoing, decades-long rally that has yet to even threaten a reversal. :

If we add in what we know about the fundamental outlook going forward, it's A{ ".“" .rhr"l‘klwlw;u

hard to imagine organic justification for higher rates. In other words, the Fed : M**‘W“"\* _—
tightening cycle combined with the fallout in the rest of the global financial

system isn't likely to engender the sort of economic prosperity that support N 10030
higher borrowing costs.

17-May

So we got that going for us (big, long-term global economic malaise), which is 1,;ﬁ

good--depending on one's point of view.

What we might NOT have going for us (and here's where things get perhaps Average Mortgage Rates

needlessly fatalistic) are some eerie similarities between January 2016 and Rate Change Points

January 2015. Check out the repetitive behavior, both in terms of 10yr yields Mortgage News Daily

as well as several technical studies below the main chart. All we're looking 30 Yr. Fixed 7.09% +0.07 0.00

e e e e s el v asx 000 om
30 Yr. FHA 6.62% +0.07 0.00
30 Yr. Jumbo 7.35% +0.04 0.00
5/1 ARM 7.30% +0.06 0.00
Freddie Mac
30 Yr. Fixed 7.02% -0.42 0.00
15 Yr. Fixed 6.28% -0.48 0.00
Mortgage Bankers Assoc.
30 Yr. Fixed 7.08% -0.10 0.63
15 Yr. Fixed 6.61% +0.01 0.65
30 Yr. FHA 6.89% -0.03 0.94
30 Yr. Jumbo 7.22% -0.09 0.58
5/1 ARM 6.56% -0.04 0.66

Rates as of: 5/17
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Eerie historical precedent from last year.
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Q12015 | Q22015 | | Q12016

These sorts of 'fractals' happen all the time in the charts, but this example is pretty solid. We have a similarly-paced rally for
the entire month resulting in the only nearby break below the 'overbought' line in stochastics (the lower blue horizontal line
in the middle chart) as well as the same sort of "rising and leveling off" in the MACD forest (lower part of the chart).

This time around, | would argue that things aren't happening on quite the same scale because those were the salad days of the
European QE adventure. So even if things go pear-shaped, smaller-scale mimicry seems to make the most sense. Either way,
the next few days will be critical in assessing whether or not we may be heading down a similarly dark path. We'll find out
soon enough
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