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Economic Commentary

Friday bonds and mortgages finished Friday on a down note after backing off their morning highs. The complex settled little changed for the
week thanks to a mid-week rebound that erased losses from Monday and Tuesday. The market climbed in morning action, hitting highs just
ahead of the release of a better than expected preliminary Michigan Sentiment Index for August (97.6; consensus 94.0). The selling that
developed in the data's wake accelerated after it was reported that Steve Bannon will be leaving the administration. The chief strategist has
been described as perhaps the most polarizing figure within President Trump's inner circle, so it could be argued that his departure will make it
easier for President Trump to find common ground with Congress. However, it could also be argued that the headline simply provided a good
excuse for some selling after two days of solid gains.

In the overnight session, prices of the 10 Year futures were up a tick or two. U.S. and South Korean forces began their joint 10-day Ulchi-
Freedom Guardian exercise despite weekend warnings from North Korea that following through with the war games will “add fuel to the fire.'

This morning bond and mortgage prices opened up of couple of ticks. Today was the Chicago National Activity Index which was fairly benign.
There is no economic data on slate for tomorrow so technical and the equity market direction will rule today. Prices of bonds and mortgages
have been trading in a narrow range for the past week with both the 10 Year treasury and the FNMA30 3.5 coupon trading at or near highs for
the year. Equity markets have opened mixed so far so no indication for direction for bonds and mortgages at this point.
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Chart of the Day: FNMAZ30 3.5 Coupon Price
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