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Rates — Up 10bps, the 2yr/FF Spread is Now at 145bps — Plenty of Room for a 100bps of “Ratification”

10-year Treasury, 2-year Treasury, Fed Funds

e==Treasury ess=Treasury Fed Funds Target 2yr Treasury
2-year 10-year 9/19/22
2yr Treasury 3.95%

450 Rates: 9/16/22

) 2yr Treasury - increased 10bps. 3.85%
4.00 10yr Treasury - increased by 4bps. 2yr Treasury

9/15/22
3.50 3.87%
3.00
2.50
®

2.00 Commentary:
1.50 The market continues to price in Wed's expected

: rate hike - the spread between Fed Funds and
1.00 the 2yr is now 145bps - a 100bps "ratification”
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Balance Sheet : :
Since peaking
Total Assets of the Fed at $8.96TN in
10 April, the BS
g has decreased
= o Only Two-and-a-Half Years to Go (to June 2025-ish}) by 5123BN.
= "In addition, in June we began to reduce the size of our balance sheet
g according to the plan announced in May. Reducing the amount of the
Fed's securities holdings will help to lessen downward pressure on
7 longer-term interest rates by returning duration to the market. The
reduction in our balance sheet is being done primarily by adjusting ‘
s how much we reinvest of the principal payments we receive on our [ 1st QT: Ample
assets. Without asset sales, the process could take three years or so." Oct 2017 Reserves
 Loretta Mester, Speech: An Update on the Economic Outlook and | to Sept S4.9TN
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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, WSJ Live Q&A, 8/30/22
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