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Rates — The CIP Report Sends the 2yr 17bps Higher — Matching the “Policy Space” of the Last 75bp Hike

DAILY TREMNDS 9/13/22
Pete Sullivan
Rate Analyst

206-502-3811

pete.sullivan@fedunfiltered.com

10-year Treasury, 2-year Treasury, Fed Funds [z reasury Fed Funds / 2yr T
— — 9/13/22 2yr Treasury
Treasury Treasury Fed Funds Target 2yr Treasury o, Fed Funds Target =—Treasury
2-year 10-year 3.75% 9/13/22
9/12/22 2-year 3.75%
Rates: 2yr Treasury 3.58% 4 Commentary:
4.00 2yr Treasury - increased by 17bps. 9/9/22 If the 2-year Treasury is a measure of policy
10yr Treasury - increased by Sbps. 3.56% 35 expectations (aka where Fed Funds should be),
3.50 ' then the Fed has 125bps of "Policy Space" or room
3 to ratify this forward guidance. 125bps
3.00 of "Policy Space"
2.5 127bps
2.50 ' of "Policy Space”
*® 2.00 ® 2
Commentary:
150 At 8.3%, the August CPI report decreased only 1.5 PR 2o s | 5% | 8% Toa% [o5m | 5% 7/27(22 Fed Funds
’ slightly from July's 8.5% and June's peak at 9.1%, 10yr Treasury pp o Dol il ot ol ol e Do e Last 9/13/22
which emboldens the Fed and their aggressive 9/9/22 10vr T 1 - ————— — = 75bp 2.50%
1.00 stance on inflation. 3.33% yrlreasury Rate
9/12/22 10vr T Hike
0.50 3.37% yr lreasury 0.5
9/13/22
0.00 3.42% 0
o oy oy o o oy o
N S & S & & & g g g g S g g
~ ~ ~ N ~ N ~ D ? 2 ::V < ;: g
> & P < 3 Q0 Q 5] Q. 3
$ $ g § 3 3 & £ < £ 5 “ < u

DAILY TRENDS - In Perspective: “Right. And this question really gets to the fact that any asset price or bond yield or equity price or something like that, reflects a lot of different conditions. It reflects
where people expect the economy to go, where they expect interest rates to go. And also, the amount of risk that they associate with those or uncertainty around those. So, it is harder to just look

at one asset price or another and say, well, this must mean that or must mean something else.” --- John Williams, 8/30/22
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