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England started a bond buying program to stabilize their financial 2-year 10-year 9/28/22
system, and in general, there’s a fear that if a European recession Zyr Treasury 1.07%
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occurs, it might be contagious. The 10yr was down 25bps. 1.30%
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e Afalling 2yr is not good for the Fed’s upcoming rate hikes. This 3.50
shrinking “policy space” adds another complexity to the Fed's 3.00
decision process. The last time the Fed moved FF above the 2yr ® 2.50
was just before the GFC. 2.00
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e The 3m/10yr had a little breathing room yesterday (62bps). Today, 3.88% || 10vr Treasury) /- 10yr Treasury
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the spread is 32bps. The 30-year historical average is 168bps. o0 3.97% 3.72%
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The Meaning of the Daily Rate Change is a Best Guess --- Treasury rates reflect a lot of different 5 N g ¥ ~N Q; af
conditions, including: (1) where people expect the economy to go; (2) where they expect interest rates to = < = S < < &
go; and (3) the amount of risk they associate with the uncertainty of #1 and #2.
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Both Jerome Powell and James Bullard have mentioned that the 2yr Recession Indicators:
4.5 could be considered a measure of Fed Funds policy expectations. 3.00 1) FF/2yr Spread - a measure of policy expectations/policy space. 3m/;02¥‘; Szpzfead
250 2) 2yr/10yr Spread - offers a particularly muddled view (Fed Board, 8/5/22). 128/
4 : 3) 3m/10yr Spread - a reliable indicator (SF Fed, 5/9/22) (Richmond Fed, 8/8/22). 0.32%
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We report on the Federal Reserve Board and the 12 Districts, and their impact on rates.
Instead of reading a third-party analysis, read exactly what the Fed says about rates and economic conditions.

Search a growing database of Fed commentary and receive a Weekly Report outlining the week’s key info.




