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Sources: Bloomberg and Sterne, Agee & Leach Agency & Mortgage Trading Desks 

Interpolated Interpolated
FTE Treasury FTE Treasury

Security Sector A/L Yield (% ) Spread Security Sector A/L Yield (% ) Spread
Generic 2yr Note Treasury 1.97 0.94 0 Generic 2yr Note Agency 2.00 1.08 14
Generic 3yr Note Treasury 2.92 1.50 0 Generic 3yr Note Agency 2.58 1.46 -4
Generic 5yr Note Treasury 4.97 2.55 0 Generic 5yr Note Agency 4.85 2.74 19
Generic 7yr Note Treasury 6.97 3.30 0 Generic 7yr Note Agency 6.92 3.46 16
Generic 10yr Note Treasury 9.84 3.81 0 Generic 10yr Note Agency 7.41 3.59 -22
Generic 15yr Note Treasury 14.84 4.40 0 2nc1 Bermudan Agency 1.78 1.17 35
Generic 15yr 4% MBS 4.86 3.75 125 3nc1 Bermudan Agency 2.43 1.99 79
Generic 15yr 4.5% MBS 3.71 3.47 157 5nc1 Bermudan Agency 3.40 3.19 145
Generic 15yr 5% MBS 3.00 3.13 160 7nc1 Bermudan Agency 4.12 3.71 160
Generic 15yr 5.5% MBS 2.86 3.03 156 10nc1 Bermudan Agency 4.91 4.58 206
Generic 15yr 6% MBS 2.63 2.98 165 15nc1 Bermudan Agency 5.59 5.17 239
Generic 30yr 4.5% MBS 6.62 4.48 132 2nc1 European Agency 1.67 1.14 39
Generic 30yr 5% MBS 4.27 4.19 200 3nc1 European Agency 2.21 1.94 86
Generic 30yr 5.5% MBS 3.23 3.74 209 5nc1 European Agency 3.01 3.07 153
Generic 30yr 6% MBS 2.29 2.97 185 7nc1 European Agency 3.54 3.51 169
Generic 30yr 6.5% MBS 2.13 2.68 165 10nc1 European Agency 4.07 4.35 226
FHR 3026 PG PAC 1.40 1.19 60 15nc1 European Agency 4.66 4.84 244
FHR 2887 LE PAC 2.87 2.45 98 Generic 2yr Municipal 2.00 1.10 17
GNR 09-78 WQ PAC 5.45 4.09 135 Generic 3yr Municipal 3.00 1.51 2
GNR 09-91 PR PAC 8.26 4.73 119 Generic 5yr Municipal 5.00 2.60 5
FHR 3450 PE PAC 11.38 4.92 104 Generic 7yr Municipal 7.00 3.71 41
FNR 04-65 EJ SEQ 1.83 2.20 137 Generic 10yr Municipal 10.00 4.68 87
FNR 09-69 DJ SEQ 3.44 3.26 150 Generic 15yr Municipal 15.00 5.50 110
GNR 09-82 GV SEQ 5.25 4.08 140
FNR 09-53 EP SEQ 8.22 4.43 97
FHR 3441 AX SEQ 12.00 5.07 116  

Fixed Income Weekly 
January 11, 2010 

*MBS/CMO average lives are based on Bloomberg median dealer forecasts. 
*BQ Muni’s assume a 34% federal tax, 20% TEFRA and a 1.22% cost of funds 
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MBS Comments: Mortgage spreads (vs. blended 5/10’s) are 2 bps wider vs. 1/4 with 2/10’s steeper 
by 13bps. Month-over-month mortgages are ½ bp wider (with 2/10’s 12bps steeper).  

 

Source: Bloomberg Generic Mortgage Prices 
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Relative Value 

• Short 
o Moderately seasoned 15yr 4.5% MBS 

o Moderately seasoned 20yr 5% MBS 

o Front-end SEQ’s off Jumbo Conforming 4.5’s 

o Front-end Ginnie SEQ’s vs. Midgets 

o Agency Step-ups 
• Intermediate 

o 5-6yr PAC/SEQ’s 

• Long  
o >10yr PAC’s 

o >10yr BQ Municipals 
 

Weekly MBS Spreads 
 

• 30yr Collateral* 
o 4.5% unchanged 

o 5.0% 1bp wider 

o 5.5% unchanged 

o 6.0% 8 tighter 

o 6.5% 15bps tighter 

• 15yr Collateral* 
o 4.0% 4bps tighter 

o 4.5% 3bps tighter 

o 5.0% 4bps tighter 

o 5.5% 9bps tighter 

o 6.0% 6bps tighter 

CMO Spreads 
 

• 3y SEQ    2bps wider 
• 5y PAC    5bps tighter 

 
Source: Bloomberg 
Spreads based on interpolated Treasury curve to Bloomberg median prepayment speeds 
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CHICAGO 
123 N. Wacker Drive, Suite 1250 
Chicago, IL  60606 
312.525.8441 
800.949.2406 

DALLAS 
13727 Noel Road, Suite 730 
Dallas, TX  75240 
205.949.3533 
800.966.0813 

LOS ANGELES 
700 South Flower Street, Suite 2400 
Los Angeles, CA 90017 
213.892.1060 
800.949.2598 

MCLEAN 
1660 International Drive, Suite 400 
McLean, VA  22102 
703.564.2310 
800.841.7135 

MEMPHIS 
6750 Poplar Avenue, Suite 706 
Memphis, TN  38138 
901.761.6990 
800.385.7129  

NASHVILLE 
3100 West End Avenue, Suite 930  
Nashville, TN  37203  
615.269.7323 
800.841.7241  

NEW YORK CITY 
2 Grand Central Tower 
140 East 45th Street, 18th Floor 
New York, NY 10017 
205.949.3533 
800.658.0734 

WEST CONSHOHOCKEN 
200 Four Falls, Suite 304 
West Conshohocken, PA 19428 
610.260.9530 
 

Recent Publications 
FDIC Finalizes Risk Based Capital Rules for FAS 166/167 - December 15, 2009 

MBS Insight: Prepayment Implications of Home Affordable Modification Program (HAMP) - 
December 15, 2009 

Bank Portfolio Municipal Bond Sales: Year End Tax Management Strategy - December 7, 2009 

Insurance Companies' RMBS Holdings to be Assessed by PIMCO - Unseating Ratings 
Agencies' Role - November 23, 2009 

Fannie Mae / Freddie Mac – Balance Sheets Ballooning: FAS 166/167 Implications for GSE’s 
and Beyond - November 19, 2009 

FDIC Final Rule on Prepaid Assessment and Interim Rule Safe Harbor - November 13, 2009 

Strategy Products 
STREAM Sterne Agee Total Return Earnings Assessment Model - a proprietary total return 

portfolio analysis. We rank each holding by total ROR, and are then able to find the securities that will 
have the best performance in those unique scenarios and also identify potential weaknesses in a client 
portfolio.  

SABER  Sterne Agee Bank Earnings Report - a proprietary ALM solution for banking institutions. The 
goal of SABER is to provide clients with the ability to monitor interest rate risk exposure on the balance 
sheet, manage earnings and protect franchise value.  

SACM  Sterne Agee Credit Model - a proprietary credit analysis model for corporate bonds.  SACMtm 
provides clients with a measurement of credit risk with regards to individual bonds and provides them with 
an easy yet responsive means to act on changes in credit for a particular bond or compare bonds. 

Bond Risk   Portfolio Analytics - provides interest rate risk analysis for a fixed-income securities portfolio and 
highlights key measurements that are important in managing that risk. BondRisk also provides a yield and 
principal cash flow forecast as well as a peer comparison that allows users to identify weaknesses in the 
portfolio and plan for future purchases.  


