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MBS Morning: Pound For Pound, Today's MBS & Treasury Market Data
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stocks and bonds--even if not quite as hard as the last CPI.
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MBS are doing even better than Treasuries relative to their December 7th
levels. This is due to the shorter duration associated with MBS combined
with the outperformance of the short end of the yield curve. In other words,
2-7yr yields are down more than 20bps while 10yr yields are "only" down
around 16bps, and MBS tend to last 4-7 years on average, so their movement
should align with that section of the yield curve, all other things being equal.

© 2024 MBS Live, LLC. - This newsletter is a service of MarketNewsletters.com.

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://mortgageratesupdate.com/billhills



mailto:billhills@interconnectmortgage.com
https://www.interconnectmortgage.com
https://app.mbslive.net/asset/639891364c08cd16fab10d49
http://www.marketnewsletters.com
http://mortgageratesupdate.com/billhills

Mortgage Market Commentary December 14,2022

30YRUMBS 5.0 ¥+ 100-06

b Adv Charts

® 8~
: 100-14

100-09

Zoom Chart

100-04
CPI Reaction —» et
99-3
99-27
99-22
99-17
99-13
99-08

19-03

8.Dec

Why would shorter-duration Treasuries be doing better than the long end? First off, the long end has already anticipated the
economic cooling likely to result from aggressive Fed rate hikes. A 10yr yield can price in movement over 10 years whereas a
2yr yield is heavily dependent on the Fed Funds Rate outlook (which is infinitely more predictable over a 2 year time frame
than, a 10 year time frame). As such, the implications for the Fed's rate hike outlook have instantly benefited the shorter-
dated Treasury yields more than the longest end of the curve.
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As for our favorite 10yr benchmark, they're still well within the prevailing range of the past 2 weeks.
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10yr Treasury Yield Candlesticks
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This could also be a factor of the "modicum of restraint" expected in advance of tomorrow's Fed events. A friendly enough
Fed could easily break the range, but we have our doubts as to how much fuel the Fed will want to add to the fire. If anything,
the Fed is more likely to try to temper the exuberance because the exuberance is counterproductive to the Fed's goals.
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