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CURRENT OFFERING YIELDS - Tuesday:  08/10/2010 8:40 AM TODAY'S ECONOMIC DATA

Trsy Change Agcy NC Muni - TEY CMO MBS 10-Aug Nonfarm Productivity
(Last Price) (From Yest) (Bullets) (A1; GO; BQ) (Avg Life) (Avg Life) Prior:  2.8%   Actual:  -0.9%

3 mo 0.142% - -0.30 bp's 0.123% 0.495% 10-Aug Unit Labor Costs

6 mo 0.179% + 0.10 bp's 0.164% 0.511% Prior:  -1.3%  Actual:  0.2%

12 mo 0.239% -0.1 32'ds 0.323% 0.586% 10-Aug Wholesale Inventories

2 yr 0.553% -1.5 32'ds 0.649% 0.935% 1.353% 1.373% Prior:  0.5%  Actual:  ---

3 yr 0.883% 0.995% 1.465% 1.683% 2.233%  

5 yr 1.543% -2.0 32'ds 1.686% 2.526% 2.393% 3.123% DJIA 10,582.12 -116.63

10 yr 2.820% -2.0 32'ds 3.039% 4.662% 3.620% 3.820% NASDAQ 2,271.53 -34.16

30 yr 3.992% + 2.5 32'ds 4.601% 6.950% S & P 500 1,115.03 -12.76

TODAY'S NEWS

U.S. Treasuries Rise on Speculation Fed May Signal Additional Stimulus

    

Today's Topic- Anyone for Yield and Cash Flow With Limited Extension Risk?

PORTFOLIO MANAGER's REPORT

Tuesday  August 10, 2010 8:40 AM

Source: Bloomberg Fair Value Curve or Last Price (Treasury only); ALL yields and spreads are "representative", not actual. Spreads change as the market changes, actual offerings may be higher or lower than 

Aug. 10 (Bloomberg) -- Treasury 10-year notes rose, pushing the yield within two basis points of the lowest in more than 15 months, on 
speculation the Federal Reserve will signal it’s prepared to take further steps to spur economic growth.  The extra yield investors demand to 
hold 30-year Treasuries instead of 10-year debt was near the widest on record as some traders bet that the Fed will announce a resumption of 
bond purchases.  The U.S. is selling $34 billion of three-year notes today, part of a combined $74 billion of bond sales this week.

We have sold and recently replenished our position in a short average life CMO that offers a combination of yield along with moderate 
interest rate risk.  If you are pursuing a BARBELL STRATEGY, this will fit nicely into the short end of the maturity schedule while 
enhancing the yield versus other short term bullets and callables.

The attributes of this FHLMC 3659 DA CMO Sequential Payer pictured below are as follows:

-Consistent Cash flow with limited extension risk
-2.50% Coupon
-102.8125 Dollar Price 
-Short stated final of 3/2019
-Underlying collateral is 82 months Seasoned…well defined prepayment history
-Modified Duration of approximately 2.78 years based on actual speeds over the life of the collateral (YTH Screen)
-Notice the prepayment history in the upper left corner of both the YT and YTH, the lifetime average for the last 6.8 years = 13.8 
CPR….Very Consistent!

In summary, this issue is attractive based on the significantly seasoned and consistent collateral, moderate premium, and the short 

stated final.

For more information on this offering and other opportunities, contact your Country Club Bank Capital Markets Investment officer.
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