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11/9/22 11/10/22 Change

BSBY - 1-month

SOFR - Term Rate - 1-Month (CME Term SOFR) 3.80 3.79 |k (0.00)
US Treasury - 3-Month 4.29 4.28 * (0.01)
4.61 434 Wb (0.27)

US Treasury - 2-Year
US Treasury - 10-Year

{0.46)

{0.17)

3-Month / 10-year Treasury Yield Curve Spread

2-Year [ 10-year Treasury Yield Curve Spread (0.49) (0.52) ||* (0.03)
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Commentary 2-year 10-year 11/10/22
The 2yr decreased 27bps - 10yr decreased 30ps. ZV{I;;/a;; ¥ 4.34%
500 Rate were free falling today - Oct's Core CPI report posted 21.61%
450 g declrease 10 6.3% (from Sept's 6‘. 6%), po.s:;lbly signaling 2yr Treasury
inflation has peaked - the market's most likely
4.00 interpretation (based on the equity reaction as well), could 11/8/022
be that fewer rate hikes are on the way - might be some 4.67%
3.50 . .
recession fears lumped in there too, as the
3,00 inversion deepens.
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3.00 Quick Summary 3m/10yr Spread 11/10/22
. The 3m/10yr spread (the most reliable indicator of a recession) has 11/10/22 0.34%
now been inverted for 13 days, reaching a depth (-46bps) where a _0.46%
2.50  quick return to positive territory is no longer likely.
2.00 The FF/2yr spread also declined today (to 34bps) - which would allow
. the ratification of only a 25bps rate hike in Dec - expect strong forward
guidance from the Fed next week and expect
1.50  yolatility as the markets comes to terms with
the Fed's hardline on inflation.
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Recession Indicators
(0.50) 1) FF/2yr Spread - a measure of policy expectations/policy space. '
2) 2yr/10yr Spread - offers a particularly muddled view (Fed Board, 8/5/22).
(1.00) 3) 3m/10yr Spread - a reliable indicator (SF Fed, 5/9/22) (Richmond Fed, 8/8/22).
=] o j=] =] =] o ~ ~ ~ ~ ~ ~ ~ o ~ ~ ~N o~
N Y N & ~N N o o oy Y N o Y o Y &N
§ 8§ 8§ 8§ 8§88 &8 88 8F S IR

The Daily Trends Commentary is a Best Guess
Treasury rates reflect a lot of different conditions, including: (1) where people expect
the economy to go; (2) where they expect interest rates to go; and (3) the amount of
risk they associate with the uncertainty of #1 and #2.
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