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MMG Update – Friday, October 14th, 2005 9:52am ET   
Current Trend Direction:  Lower   
Risks favor: Cautiously Floating as Bond attempts to bounce higher on soft Core inflation data  
Current Price of FNMA 5.5% Bond:  $99.44, +9bp   
Finally, mortgage bonds are higher this morning (for a change) on soft Core inflation data. 
CPI rose a blistering 1.2% in September, the quickest rise in more than 25 years and hotter than expectations of 0.9%.  A record 12% rise in energy prices was the main culprit.  But core inflation, which excludes food and energy, increased just 0.1% and was lower than the 0.2% expected.  Inflation at the retail level has now risen 4.7% in the past year, the highest since 1991.  Core inflation is up 2% in the past year, but pulled back slightly from the 2.1% reading in August.  Although the headline CPI number was quite high, traders appear to be more focused on the Core number and bonds are modestly improved as a result. 
Meanwhile, Retail Sales rose by a lower than expected 0.2% in September even though high gasoline prices supported the overall sales number.  Auto sales were a drag in September, falling by 2.8%.  Excluding autos, Retail Sales increased by 1.1%, which was better than expectations of 0.9%. The ex-auto number coupled with the soft Core CPI reading shows the consumer is alive and well.
This morning's reports have offered a little something for both stocks and bonds, which are both higher so far today.   
Technically, the FNMA 5.5% bond is very oversold, but making an attempt to break above overhead resistance located at $99.41.  If the bond can close above this level, it will then face additional resistance from the 10-day MA, currently at $99.68...a barrier it has not closed above since September 6.  While we hope the bond can gain momentum, we are still in a nasty downtrend with nearest support located at $99.09.   
Fed Appearance Calendar   
Friday, October 14, 2005 
12:00 p.m. - St. Louis Fed President William Poole speaks on central bank communication at the CATO Institute in Washington , D.C.   
--------------------------   
Be sure to checkout our economic indicators glossary at the link below to help interpret the significance of economic reports.   
MMG Economic Indicators Glossary   
--------------------------
 ECONOMIC INDICATOR CALENDAR AND FORECAST 

All times listed in the table below are Eastern.   

	Economic Calendar for October 10 - October 14
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	Date

ET

Economic Report 

For

Estimate

Actual

Prior

Impact

Download Event 

Tue. October. 11

02:00

FOMC Meeting
Sept 20

NA

 

NA

HIGH

Click Here
Thu. October. 13

08:30

Balance of Trade
Aug

-$59.5B

-59.0

-$58.0B

Moderate

Click Here
Thu. October. 13

08:30

Jobless Claims (Initial)
10/08

360K

389K

391K

Moderate

Click Here
Fri. October. 14

09:15

Capacity Utilization
Sept

79.4%

78.6%

79.8%

Moderate

Click Here
Fri. October. 14

09:15

Industrial Production
Sept

-0.4%

-1.3%

0.2%

Moderate

Click Here
Fri. October. 14

08:30

Core Consumer Price Index
Sept

0.2%

0.1%

0.1%

HIGH

Click Here
Fri. October. 14

08:30

Consumer Price Index (CPI
Sept

0.9%

1.2%

0.5%

HIGH

Click Here
Fri. October. 14

08:30

Retail Sales ex-auto
Sept

0.8%

1.1%

1.0%

HIGH

Click Here
Fri. October. 14

08:30

Retail Sales
Sept

0.5%

0.2%

-2.1%

HIGH

Click Here
Fri. October. 14

09:45

Consumer Sentiment Index
Oct

80.0

75.4

76.9

Moderate

Click Here
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