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Rates —The Market is Taking the Fed Seriously and Continues to Price in Expected Rate Hikes
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2.00 The market continues to price in expected
1.50 rate hikes - in addition to the Fed, the 10yr
. could be increasing because of QT and
1.00 maybe recession fears, it's difficult
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2yr/10yr Treasury Spread, 3m/10yr Treasury Spread, Fed
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Spread 0.86%
3.00 Recession - Nothing to See Here 3m/10yr YC Spread
’ “Similarly, financial markets do not fully appear to anticipate a recession 9/22‘/32
2.50 in the near future, although the risk has clearly risen. Historically, a 0.41%
sustained and meaningful inversion in the yield curve is a good recession
200 Predictor. However, for the time being, the term spread between the 10-
year and 3-month Treasury rates, our preferred recession indicator,
1.50 remains positive.” --- SF Fed, Report: Fed Views, 9/9/22
® 1.00 .--
 /
MOMH\«»\ NN '»m¢fr
! Py i N.
0.00
(0.50) 2/10 YC Spread V‘
9/22(22
(1.00) (0.41)
O G W M M W OO DD DO O 00 QO NN N ™ NN NN Yy
I = = I s I~ B s T A I B A B B A B A B A A
SEFSSSSTISSSTeeassssfassssdssdé
< 5 a o 5 a IS 5 Q < 3 Q o 35 a
TIITFI2IIFTF2IIITIIIIITF2IIS

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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