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Last Price
FHLMC Gold 30Yr 6% MBS 100.99
FHLMC Gold 15yr 4.5% MBS 98.44
FHLMC 5Yr 2.5% Note 98.14

Following last week’s rout in the Treasury market and investor concerns about supply,
yields pushed slightly lower on yesterday’s strong 30Yr Bond auction results. With high
demand and a bid-to-cover ratio of 2.7 on the auction, Treasuries recovered as the high
yield auction bid on the 30Yr Treaury Bond was 4.72%. Currently, the 10Yr Treasury Note
is ending the week at 3.79%, and the 30Yr Bond closed at 4.64%. Elsewhere in the market,
higher coupon FHLMC 15Yr 6% MBS rose in price earlier in the week and is up about 4/32's
since last Friday’s close. Lower coupon FHLMC 15yr 4% MBS on the other hand
experienced more volatility and tended to move more in tandem with the Treasury
markets.

Retail sales in May rose for the first time in three months, stemming from slashed prices at
auto dealerships and the rise in prices at the pump. The month of May saw crude oil rise
25% with current prices sitting just over $72/bbl, whereas gasoline is up 22% for the
month, currently around $2.639/gln. Initial jobless claims for the week ending last
Saturday fell 24,000 to 601,000. The total number of people receiving jobless benefits
rose to a record high of 6.816 million.

On Wednesday, the Fed released their summary of current economic conditions for each
Fed district, better known as the Beige Book, stating that “economic conditions remained
weak or deteriorated further” since mid-April. Five of the twelve districts also “noted that
the downward trend is showing signs of moderating”.

Next week, both wholesale and retail prices are expected to see increases, even after food
and energy are excluded. Core wholesale prices in May are expected to maintain a 0.1%
rate, while the year-over-year rate should slow from 3.4% to 3.2%. Economists expect
core retail prices in May to rise a just 0.1% rate, whereas the change since last year should
slow from 1.9% to 1.8%. Industrial production for last month is expected to see continued
declines for the seventh straight month, coupled with an expected decline capacity
utilization.
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Market Price Comparison- Last 12 Months

This chart indicates the 
relative price movements 
over the last twelve 
months, comparing  FHLMC 
30Yr 6% MBS versus FHLMC 
15Yr 4.5% MBS and FHLMC 
2.5% agency note and the 
10Yr Treasury Note.   
Concerns about increased 
Treasury supply and  fears 
of imminent  inflation have 
driven down the price of 
the 10Yr Treasury Note. 
Non-Treasury bonds, 
especially  higher-coupon 
agency MBS's have 
maintained their values 
quite well over the past six 
months.  

Source: Bloomberg, LP
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Treasury Market -- Historical
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Type

U.S. Fed to Purchase Notes/Bonds FH 5y Balloon

U.S. Sells USD31 Bln 3-Month Bills; High Yld 0.19% FH/FN 7y Balloon

U.S. Sells USD31 Bln 6-Month Bills; High Yld 0.345% FN 10y

FH/FN 15y

GN 15y

U.S. Sells USD30 Bln 4-Week Bills; High Yld 0.075% FH/FN 20y

U.S. Sells USD35 Bln 3-Year Notes; High Yld 1.96% FH/FN 30y

MBA Mortgage Applications GN 30y

Trade Balance

U.S. Fed Purchases USD3.5 Bln Notes/Bonds Type
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Fed's Beige Book 6/11
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Weekly Economic Calendar MBS Prepayments
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4 
MBS Prepayments are provided by Bloomberg

Source for the aforementioned indices, rates, descriptions, & economic indicators: Bloomberg, LP.  Although believed to be reliable, 

The Baker Group does not guarantee the accuracy of the listed information.  This report was printed as of: 06/12/2009 4:27PM
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