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Key Interest Rates 11/10/22 11/14/22  Change

BSBY - 1-month

SOFR - Term Rate - 1-Month (CME Term SOFR) 3.79 3.81 * 0.02
US Treasury - 3-Month 4.28 4.34 0.06
US Treasury - 2-Year 4.34 4.40 0.06

US Treasury - 10-Year

3-Month / 10-year Treasury Yield Curve Spread (0.46) (0.46) 0.00

2-Year / 10-year Treasury Yield Curve Spread (0.52) (0.52) 0.00

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

2yr Treasury
=—=Treasury ====Treasury Fed Funds Target 11/14/22
Commentary 2-year 10-year ZyirlTrleOazuzry 4.40%
The 2yr increased 6bps - 10yr increased 6bps. 4/34ﬁ/
200 A slight recovery from Friday's free fall - commentary from 2yr Treasury =0
450 Brainard and Waller likely the cause - Brainard mentioned 11/9/22
there's "additional work to do" on raising rates - and 4.61%

4.00  waller said, "we've still got a ways to go" before the Fed
stops raising rates - if Mary Daly's what if scenario is right,

3.50 we have 100bps to go.
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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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2-year & 10-year Treasury, Fed Funds Historical
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2yr/10yr Spread, 3m/10yr Spread, 2yr/FF Spread
7 /10 YC 3mo/10 YC Spread 2yrT/FFR Spread
S| d
prea FF/2yr Spread
0 Quick Summary 11/14/22 1
“While economic forecasting is complex, one forecasting rule has an 3M/10yr Spread 0.40%
11/14/22 -
-0.46%

3.0

excellent track record: when short-term interest rates (3-month
2.50  Treasury) rise above the level of long-term rates (10-year Treasury), a
recession almost invariably follows within the next year or two. Indeed,
prior to all 10 U.S. recessions since 1955, the Treasury yield curve

inverted.” — SF Fed, Report, 5/9/22
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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).
3) 3m/10yr Spread - a reliable indicator (SF Fed, 5/9/22) (Richmond Fed, 8/8/22).
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Fed Funds / 2yr Treasury
2yr Treasury
Fed Funds Target =—Treasury 11/14/22
2-year 4.40%
5 Quick Overview
"The two year treasury is a pretty good measure of policy expectations.”
45 - Jerome Powell, Interview: WSJ, 5/17/22
A
4 “Inlight of the forward guidance that has been given by the Fed since the fourth quarter v
of 2021, the 2-year Treasury yield may provide a better representation of where Fed "Policy Space"
3.5 policy is likely to be in the near future.” 40bps
5 James Bullard, Speech, 5/6/22
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Short-Term Rates (SOFR, BSBY, Fed Funds)
===SOFR Term BSBY Fed Funds Target 1M SOFR
CME 1-mo 1-month 1M SOFR 11/14/22
450 Quick Overview 11/8/22 3.81%
As Fed Funds go, so goes SOFR (and BSBY). 1M SOFR 3.79%
4.00 . 10/21/22
: SOFR and BSBY are base rates for short-term borrowings. 3.50%
SOFR is a broad measure of the cost of borrowing cash =0
3.50 overnight collateralized by Treasury securities. BSBY isa
3.00 proprietary index calculated daily by Bloomberg. / >
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Inflation (Target vs. 3 Metrics)

= (Core PCE Dallas Fed ====Stlou Fed
Trimmed 5-year Breakeven Core PCE
Sept 2022
5.1%

0 Quick Overview - The 5-Year Breakeven
The breakeven inflation rate represents a measure of expected

inflation derived from Syr Treasury and the Syr TIPS.

5.00 (TIPS minus Treasury.) The latest value implies
what market participants expect inflation

6.0

Trimmed Mean
Sept 2022

to be in the next 5 years.
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Unemployment, Core PCE, GDP [unemployment Rate
Unemployment ====GDP ===Core PCE Oct 2022
PCE is a broad index of prices focused on consumer in the U.S., 3.7%
8.0 with index weighting updated monthly. This is the Fed's preferred
inflation measure. Core PCE excludes food and energy. Core PCE
Sept 2022
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1.0
The Unemployment Report is compiled from a monthly
survey of about 60,000 eligible households. A sample that's

-1.0 selected to represent the entire population of the U.S.

2.0 GpPisa comprehensive measure of economic activity based
30 ON the value of the final goods & services produced in the U.5.
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Balance Sheet : :
Since peaking at
Total Assets of the Fed $8.96TN in April
» 10 Quick Overview h202d2, the BSd
é Quantitative Tightening (QT) is an effort to reduce the as decrease
E S Fed's balance sheet by allowing securities to mature by $286BN.
without reinvestment. QT began slowly in June 2022 and
g  picked up the pace in September - currently the Fed's
weekly cap is $60BN a month for Treasuries and $35BN a
7 month for Mortgage Backed Securities. ‘
1st QT: Ample
’ Qct 2017 Reserves
5 | to Sept | $4.9TN
2019
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5-Day
Change

Key Interest Rates 11/7/22 11/8/22 11f9/22 11/10/22 11/14/2>
Fed Funds Target Rate (FFTR)

BSBY - Overnight

BSBY - 1-month

SOFR - Overnight

SOFR - 30-Day Average 3.145 3.169 3.1593 3.218 3.316
SOFR - Term Rate - 1-Month

US Treasury - 3-Month
US Treasury - 2-Year 4.72 4.67 4.61 4.34 4.40
US Treasury - 10-Year 4.22 4.14 4.12 3.82 3.88
US Treasury - 20-Year

¥C Spread - 3-Month / 10-year Treasury (0.07) (0.14) (0.17) (0.486)

YT Spread - 2-Year / 10-year Treasury (0.50) (0.53) (0.49) (0.52) (0.52) H* (0.02)
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