MARKET SUMMARY

Complete Recap of Toda

Jobs Report Comes in Stronger. Bonds React
Logically

Market Summary: Thursday, July 3, 2025 - 1:23PM

Apart from the fact that this morning's jobs report contrasted starkly from the slew of
anecdotal evidence suggesting a weaker labor market in June, the morning has proceeded
almost exactly as expected. We assumed that even an on-target result was worth a bit of bond
market weakness given the apparent "lead-off" induced by preceding data. The moderately Adam Styer
stronger result (147k vs 110k f'cast) was more than enough to add some emphasis to the sell-off.
Add the 0.2% drop in unemployment and it was game over. Are there some "yeah buts"in the
data? Sure, but none so striking as to suggest yields should be lower instead of higher today.
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Market Movement Recap

09:14 AM Sharply weaker after jobs data, but recovering somewhat. MBS down an eighth of a point and 10yr up 5bps at 433

Latest Video Analysis

Bonds Circle The Wagons Ahead of High Risk NFP
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MBS & Treasury Markets

UMBS 5.5 99.64 -0.20 10YR 4.347% +0.067%

Jobs Report Comes in Stronger. Bonds React Logically

Apart from the fact that this morning's jobs report contrasted starkly from the slew of anecdotal evidence suggesting a weaker
labor market in June, the morning has proceeded almost exactly as expected. We assumed that even an on-target result was
worth a bit of bond market weakness given the apparent "lead-off" induced by preceding data. The moderately stronger result
(147k vs 110k f'cast) was more than enough to add some emphasis to the sell-off. Add the 0.2% drop in unemployment and it was
game over. Are there some "yeah buts"in the data? Sure, but none so striking as to suggest yields should be lower instead of
higher today.

One potential saving grace for the bond market (maybe not today, but in the next few months) is that revisions have been much
more aligned with the consensus.

ALERT: Bonds Selling Off After Stronger NFP

I MBS MORNING: Bonds Think About Rallying on ADP Data, But Already Getting Cold Feet

Today's Mortgage Rates

30YR Fixed 6.75% +0.02% 15YR Fixed 5.98% +0.01%

Rates Finally Rise Ahead of Jobs Report

have generally been falling since May 21st and have done nothing but move lower for more than 2 weeks. That winning streak
finally came to an end today with the average lender moving up 0.06% for a top tier 30yr fixed quote.

While that's a moderately big jump for a single day, if we remove the past 4 days from the equation, today's rates would still be
the lowest since early April. In other words, we're still in solid shape in the bigger picture.

Additionally, we've increasingly expected rates to bounce as the recent winning streak persisted. As of yesterday, it was up to 11
days and the odds of a bounce rise sharply after about 5-8 days.

Last but not least, it's also not uncommon for rates to “circle the wagons," so to speak, if they're in the midst of a sustained trend
on the eve of a critical market event. Tomorrow's jobs report classifies as such an event. Along with the Inflation data coming out
on July 15th, this data has the potential to firmly support or reject the notion that the Fed could cut rates as early as this month.

While we often go out of our way to remind our audience that the Fed Funds Rate doesn't dictate mortgage rates, a lot of that
has to do with timing. Changes in Fed Funds Rate expectations almost always correlate quite well with mortgage rate movement,
and this data could absolutely change those expectations.

As with any big ticket economic report, there's no way to know how it will fare versus the consensus ahead of time because that
consensus constantly adjusts for all available info. In other words, if other reports suggest a weaker labor market, forecasters will
update their forecasts and traders will take a lead-off in the corresponding direction. Bottom line: all we can know is that
potential volatility is high tomorrow (Thursday) morning, for better or worse.
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Economic Calendar

Time Event Actual Forecast Prior

Thursday, Jul 03

8:30AM May Trade Gap (bl) $-71.5B $-71B  $-616B
8:30AM Jun/21 Continued Claims (ml) 1964K 1960K 1974K
8:30AM Jun Participation Rate 62.3% 62.4%
8:30AM Jun Average earnings mm (%) 0.2% 03% 0.4%
8:30AM Jun/28 Jobless Claims (k) 233K 240K 236K
8:30AM Jun Non Farm Payrolls (k) 147K 10K 139K
8:30AM Jun Unemployment rate mm (%) 41% 43% 42%
9:45AM  Jun S&P Global Composite PMI 529 52.8 53
9:45AM  Jun S&P Global Services PMI 529 531 537
10:00AM May Factory orders mm (%) 8.2% 8.2% -37%
10:00AM Jun ISM Services Prices 67.5 68.7
10:00AM  Jun ISM Services Employment 472 50.7
10:00AM  Jun ISM Biz Activity 542 50.0
10:00AM  Jun ISM N-Mfg PMI 50.8 50.5 499

1:00AM Fed Bostic Speech
2:00PM  Happy 4th!!
Friday, Jul 04
12:00AM  Happy 4th!!

Recent Housing News

e Refis Pick Up Steam as Rate Relief Returns
e Pending Home Sales Data Scores Some Points, But Not Enough to Change The Game
e New Home Sales Drop to Lower End of Range After Hitting The Highs Last Month

Read My Latest Newsletter

Rates Closing in on 8 Month Lows

After going to great lengths to explain why the Fed Funds Rate isn't the same as mortgage rates, we'll now have to discuss how
the Fed nonetheless found a way to push rates lower this week. We already know the Fed held rates steady last week, and we've
discussed the fact that mortgage rates wouldn't necessarily have fallen even if the Fed had cut the Fed Funds Rate. But mortgage
rates definitel..
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Mortgage Calculators

B Mortgage Payment w Amortization
B Loan Comparison

B Advanced Loan Comparison

B Early Payoff

B Should | Refinance?

B Rent vs.Buy

| Blended Rate
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