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Economic Commentary

MBS prices are up about 9/32 this morning while the DOW is down about 30 points as US equities stayed muted amid a mixed inflation reading, as investors counted
down to Wednesday's more heavily anticipated look into consumer prices. New data this morning showed wholesale prices increased 0.5% month over month in April,
above the 0.3% consensus expected. That was according to the latest release of the Producer Price Index, which measures prices producers receive for goods
produced. But the release also showed March's monthly price increase was revised lower to a decrease of 0.1% from an initial reading of a 0.2% increase. The mixed
bag helped Wall Street largely shrug off the report. The more crucial reading of inflation is expected tomorrow with the release of the Consumer Price Index. For his
part, Fed Chair Jerome Powell said Tuesday that PPl was more "mixed" than "hot," reiterating during a question and answer session that he does not expect the central
bank's next move to be a rate hike. "We did not expect this to be a smooth road, but these [inflation readings] were higher than | think anybody expected," Powell said
during a panel in Amsterdam. "What that has told us is that we'll need to be patient and let restrictive policy do its work." Powell said that he expects inflation will move
back down on a monthly basis, to levels that were more like the lower readings of late last year.
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Chart of the Day: US Producer Prices
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